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HEARING ON VA/DOD SHARING 


WEDNESDAY, OCTOBER 18, 1995 

House of Representatives, 

Subcommittee on Hospitals and Health Care, 

Committee on Veterans’ Affairs, 

Washington, DC. 

The subcommittee met, pursuant to call, at 9:30 a.m., in room 
334, Cannon House Office Building, Hon. Tim Hutchinson (chair- 
man of the subcommittee) presiding. 

Present: Representatives Bishop, Clement, Mr. Smith of New 
Jersey, Edwards, Quinn, Steams, Ney, Fox, and Flanagan. 

OPENING STATEMENT OF CHAIRMAN HUTCHINSON 

Mr. Hutchinson. Good morning. The subcommittee will come to 
order. A couple of announcements to the subcommittee. First of all, 
we have a card from all of us on the subcommittee to our colleague. 
Congressman Tejeda, who we all know is going through a lot of 
physical challenges right now and certainly needs our prayer, and 
our encouragements, so we will be passing this aroimd this morn- 
ing for everyone to sign to him. 

I’ll also announce that the subcommittee will be having an over- 
sight hearing regarding the Columbia, MO VA Hospital situation 
and the unexplained deaths that occurred at that VA hospital and 
how dysfunctional management may have contributed to that very 
sad situation. That is scheduled for October 25 and I want the 
members to be aware of that. 

The subject of this mornings oversight hearing is VA/DOD shar- 
ing and the related issues of the joint ventures and the TRICARE 
program. The sharing program was established by Confess in 
1982. The guiding principle of the program was to maximize utili- 
zation of Federal health care resources to sharing between these 
two departments. Confess recognized that sharing offered oppor- 
tunities that would be beneficial to both departments and would re- 
duce costs to the Government by minimizing duplication and the 
underutilization of resources. The program covers any related hos- 
pital service. 

During the last fiscal year, the most common t3T3es of agree- 
ments were for diagnostic services such as clinical pathology, CT 
scans and nuclear medicine. Exchanges of medical staff are wide- 
spread. Agreements also cover such diverse areas as transpor- 
tation, equipment repair and police protection. Since the implemen- 
tation of the 1982 program, seven distinct areas of sharing have 
evolved. They are purchasing services, joint ventures, which we 
will explore today, education and training programs, where Reserve 
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units train and supplement VA medical center staffs, Armed Forces 
medical regulation office — through this arrangement the Air Force 
provides air transport to veteran patients around the country. Five, 
health information sharing through a Federal information sharing 
work group coordination council. This group focuses on identifying 
information resources and trying to develop solutions to techno- 
logical and information differences between the two departments. 
No. 6, advance technology. This program supports the purchase 
and joint use of sophisticated medical equipment such as PET scan- 
ners and Cyclotrons. No. 7, CHAMPUS VA implementation. This 
issue, plus the integration of VA into the new TRICARE model will 
be explored during todays hearing, the subject that has interested 
me a lot, coming into Congress and of which I have little knowl- 
edge. I very much look forward to the testimony today. 

I want to welcome and thank all of today’s witnesses. We have 
an ambitious agenda of four panels this morning and I know that 
on the Republican side we have a conference called at 10 o’clock. 
We’re going to stay in session here in the subcommittee during that 
time, but I suspect that some of my colleagues may be gone during 
that time, so I will explain their absence because of that con- 
ference. 

The goal of the subcommittee is to gain a broad perspective of 
the issues facing those who develop, implement and benefit from 
sharing between these two departments. 

Our first panel this morning will consist of representatives from 
the General Accounting Office. GAO has done extensive work on 
the issue of VA/DOD cooperation. Their role this morning is to pro- 
vide an overview of the issue. 

To reasonably accommodate all the witnesses this morning, I ask 
that each of you summarize your remarks in 5 minutes or less and 
we’ll be glad to enter your complete written statements into the 
record. 

I would now recognize Chet Edwards, ranking member for his 
opening remarks. 

OPENING STATEMENT OF HON. CHET EDWARDS 

Mr. Edwards. Thank you, Mr. Chairman, and in the name of 
time I will be very brief and would like to submit with your permis- 
sion my opening statement. 

Mr. Hutchinson. Without objection. 

Mr. Edwards. I would just simply like to welcome all of the wit- 
nesses here and commend you, Mr. Chairman, for having this hear- 
ing. I think it’s a very important issue. It’s an outstanding group 
of witnesses. I’m here to listen and to learn. 

I do think it’s incumbent upon all of us, as we face limited Fed- 
eral resources, to be creative and open-minded about finding ways 
to take the same number of dollars and utilize those dollars more 
efficiently and that applies to the Department of Veterans Affairs 
and to the Department of Defense, as strong a supporter as we are 
of those two agencies. 

So I look forward from hearing from the witnesses and thank 
you, Mr. Chairman. 

[The prepared statement of Congressman Edwards appears on p. 
41.] 
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Mr. Hutchinson. Thank you, Chet. The chair now recognizes 
Mr. David Baine, GAO’s Director of Health Care Delivery and 
Quality Issues and Mr. Baine, if you would introduce those who 
have accompanied you today and you’re recognized. 

Mr. Baine. I’d be glad to, Mr. Chairman. On my left is Mr. Jim 
Linz and on my right is Mr. Dave Lewis, both of whom have been 
involved in this issue for a fair number of years and who helped 
us put together our preparations for this hearing this morning. 

Mr. Hutchinson. We welcome you to the panel and thaiJc you 
for being here. You’re recognized. Please continue. 

STATEMENT OF DAVID P, BAINE, DIRECTOR, HEALTH CARE 
DELIVERY AND QUALITY ISSUES, HEALTH, EDUCATION, AND 
HUMAN SERVICES DIVISION, GENERAL ACCOUNTING OF- 
FICE; ACCOMPANIED BY JIM LINZ, ASSISTANT DIRECTOR, 
HEALTH CARE DELIVERY AND QUALITY ISSUES; AND DAVE 
LEWIS, SENIOR EVALUATOR, HEALTH CARE DELIVERY AND 
QUALITY ISSUES 

Mr. Baine. Mr. Chairman and members of the subcommittee, we 
appreciate the opportunity to discuss the status of Department of 
Veterans Affairs health care resources sharing with the DOD. 

Health resources sharing, which involves the buying, selling, or 
bartering of health services, can be beneficial to both parties in the 
agreement and helps contain health care costs by making better 
use of medical resources. We’ve been involved in this issue, Mr. 
Chairman, for probably 15 to 20 years and over that period of time 
we’ve conducted a series of reviews that have identified various 
barriers to increased sharing. 

Much of the progress that has been made in expanding VA shar- 
ing can be attributed to continued support of this committee in ad- 
dressing the legislative barriers and encouraging the agencies in- 
volved to address administrative barriers. 

I’d like to touch on three areas this morning. The first has to do 
with the evolution of the sharing legislation. VA has been allowed 
to share with DOD and other Federal agencies for more than 60 
years. Initially, Federal hospitals were required to recover the ac- 
tual costs of services provided to smother Federal agency. In 1966, 
VA sharing authority was expanded to include sharing specialized 
medical services with its university affiliates. In 1978, we reported 
that significant barriers discouraged sharing among Federal agen- 
cies. These included the absence of a legislative mandate to do so, 
agency regulations that inhibited sharing and disagreements over 
how agencies would be paid for services provided. 

The first major step in addressing these barriers occurred in 
1982 through the enactment of Public Law 97-174, the VA/DOD 
Health Resources Sharing and Emergency Operations Act. This act 
gave increased flexibility to local hospital directors to enter into 
sharing arrangements. It made reimbursement provisions more 
flexible and allowed facilities to keep part of the reimbursements. 
Six years later, however, we went back and took a look at the 
amount of sharing that was going on and found out that there were 
other concerns and barriers that needed to be addressed, some of 
them legislative. For example, the law did not allow VA to treat de- 
pendents of active duty and required members of the Uniformed 
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Services and military hospitals were reluctant to refer DOD bene- 
ficiaries to VA hospitals because they could not use CHAMPUS 
funds to pay for the care. 

In 1989, the Congress authorized the use of CHAMPUS funds to 
reimburse VA. Three years later, the Congress gave temporary au- 
thority to treat the dependents of active duty and retired DOD 
beneficiaries. 

Despite these congressional actions, differences between VA and 
DOD over provisions of a memorandum of understanding continued 
to prevent CHAMPUS beneficiaries from receiving services in VA 
hospitals. These differences centered mainly on whether VA hos- 
pitals would be treated as military hospitals or civilian CHAMPUS 
providers. Only after the direct intervention of former Chairman 
Montgomery was a memorandum of understanding signed. 

The advent of DOD’s TRICARE program, Mr. Chairman, ushers 
in a new error of VA/DOD sharing likely to supplant the VA 
CHAMPUS sharing. In June, 1995, VA and DOD completed work 
on an agreement that allows VA facilities to compete with private 
sector facilities to serve providers under TRICARE contracts. Like 
private sector providers, VA facilities will be allowed to apply to 
DOD’s regional managed care contractors to serve as providers and 
those facilities will be required to meet the same cost quality and 
utilization review requirements as are any private provider under 
the term of the TRICARE contract. 

I’d like to now turn to a little history of where interagency shar- 
ing has gone in the last 15 years. The number of sharing agree- 
ments between DOD and VA has increased from about 12 in 1983 
to about 150 in 1995. Every VA facility within 50 miles of a DOD 
facility now has one or more sharing agreements. VA has about 
seven times as many agreements to provide services as it does to 
acquire services from DOD. By contrast, VA buys about three times 
as many specialized services from its university affiliates, as it sells 
to those affiliates. 

We’re often asked, Mr. Chairman, as to what the monetary bene- 
fits are of sharing agreements and these are often difficult to quan- 
tify. You can quemtify it in terms of one aOTeement or another, but 
to find out what the range is and what the extent of the sharing 
of services across the country is, is pretty difficult. This is because 
there is no centralized data base that provides that information. 
This is something that we’re often asked and it’s a tough question 
to answer. 

I’d like to touch just for a second, if I could, on some other chal- 
lenges that we think VA faces as it moves into the TRICARE shar- 
ing environment. VA will need to meet the billing, utilization re- 
view and quality assurance requirements of CHAMPUS, TRICARE 
and private sector health plans. This will be a departure from what 
VA has done in the past. 

And as a buyer, VA will need to determine when it is more eco- 
nomical to buy services or provide them directly. In other words, 
it will need to know the costs involved in providing its own services 
so it can make good maike or buy decisions. 

The Asheville Agreement is a start in that direction because the 
Asheville Center had to set up the billing system and it had to set 
up a utilization review system acceptable to the CHAMPUS provid- 
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ers. That seems to us to be a good start toward getting some of the 
VA facilities in the mode of being able to deal with private sector 
providers and also with DOD. 

In conclusion, Mr. Chairman, we believe that the medical re- 
sources sharing offers benefits to both those providing and those 
obtaining shared services. Although the primary legislative bar- 
riers to increased sharing have been overcome, some of the new 
challenges that I’ve just mentioned are still on the horizon. I think 
it will be some time until VA gets a little experience as a TRICARE 
provider before we’ll know whether there’s additional need for leg- 
islation of any kind or whether this can all be worked out through 
the contract provisions with the TRICARE contractor. 

We’ll be glad to take any questions that you might have. 

[The prepared statement of Mr, Baine appears on p. 45.] 

Mr. Hutchinson. Thank you, Mr. Baine. We appreciate your tes- 
timony. Since the issuance of the GAO report in October of 1994, 
has VA complied with your recommendations to actively identify 
VA services that could be candidates for these kinds of agreements? 

Mr. Baine. My understanding, Mr. Chairman, is that VA and 
DOD had identified about eight different sites to try to develop an 
analog to the Asheville a^eement that was signed in 1993. It’s also 
my understanding that the agencies decided that for all but two of 
those sites they would rather wait until the TRICARE contract was 
put in place to finalize those agreements. So there are two addi- 
tional sites, I believe, one in New York and one in Indiana, where 
there’s an analog to the Asheville agreement. I hope that answers 
your question. 

Mr. Hutchinson. Yes. How would you rate the Department of 
Defense’s degree of interest in sharing agreements and in expand- 
ing these kinds of arrangements? 

Mr. Baine. I’ve been involved in sharing issues for longer than 
I’d like to recall. And it’s been my experience, Mr. Chairman, that 
the degree of interest in sharing depends a lot on the extent to 
which cooperation is undertaken by people at the top of the two or- 
ganizations. 

In the case of Dr. Joseph and Dr. Kizer, I think there’s been a 
real attempt to foster enhanced interagency sharing between the 
two agencies. Having said that, it’s also been our experience that 
much of the momentum for sharing is local and so it also depends 
on the personalities, the communications between the facilities 
themselves, in the local communities. So at the top of the organiza- 
tion there can be cooperation and whatever, but if there’s not co- 
operation at the local facility, it’s not going to come off. I think 
you’ll find that the degree of cooperation varies from place to place 
around the country. 

There are several instances where it seems to have worked fairly 
well. Down in Albuquerque, the Albuquerque joint venture is now 
touted is one of the success stories. The truth of the matter is it 
took a long time for all the agreements to be worked out for that 
to come to pass. I think there’s one other point we should make in 
this whole thing. While a lot depends on the leadership and person- 
alities and the communications between the local facilities, there’s 
a lot of cultural issues that have to be overcome to make this work. 
That’s something that I think Dr. Kizer and Dr. Joseph have recog- 
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nized and are trying to change the culture of both organizations to 
kind of get away from this notion of we’d rather do it all ourselves. 
And I think that has made a big difference. 

Mr. Hutchinson. But if I understand what you’ve said as far as 
quantifying savings, we haven’t had enough experience yet to do 
that. There are other difficulties in trying to quantify the savings, 
being that we’ve been at this now for to one agree or another for 
12 years and yet because of administrative barriers, legislative bar- 
riers, cultural barriers, it’s expanded very, very slowly and there’s 
nothing you feel that we can do to try to bring down those barriers 
to bring about more of these arrangements more quickly? 

Mr. Baine. It’s our sense, Mr. Chairman, that many of the legis- 
lative barriers have been addressed by this Committee and by the 
Congress as a whole through the legislation that I cited in my tes- 
timony. That took a while. When we first got involved in this issue 
it was 1978. It was 4 years later before any legislation was passed 
by the Congress to do anything. There were 3 or 4 years before the 
next improvements were made and it was 2 or 3 years after that 
that the last improvements were made. It’s our sense, however, 
that most of the legislative barriers have now been overcome. Now 
it’s a matter of an implementation plan. 'That’s the short answer 
to your question. 

Mr. Hutchinson. If we could just legislate away cultural prob- 
lems, right? 

Mr. Baine. That’s a little tougher. 

Mr. Hutchinson. Mr. Edwards. 

Mr. Edwards. Thank you, Tim. That was one of the primary 
questions I wanted to ask, if this was more of a legislative problem 
or an administrative-cultural problem and I think you addressed 
that. 

In terms of any changes in laws, Mr. Baine, is there a need for 
any changes in fiscal incentives through changes in the law? Are 
fiscal incentives a problem, a serious problem? 

Mr. Baine. There shouldn’t be. I believe there’s a different inter- 
pretation in VA and DOD with regard to the extent to which and 
what portion of the proceeds from sharing agreements can be re- 
tained at the local facilities. The DOD has decided, I believe, 
through their General Counsel’s Office, that a portion of the pro- 
ceeds — that portion which relates to the operation and mainte- 
nance funds — can be retained by the local facility. But the military 
pay portion cannot, and therefore there’s a front-end adjustment 
made in the budgets of the facilities. 

It was my sense when the initial law was passed back in 1982 
that that was sort of taken care of. However, I’m not a lawyer, but 
that was the interpretation of the DOD General Counsel, as I un- 
derstand it. VA, on the other hand, allows their hospitals to retain 
the reimbursements from sharing agreements, and therefore pro- 
vides that kind of incentive. 

Mr. Edwards. Okay. You said you don’t think we need any more 
legislative efforts to break down barriers. Do we need any legisla- 
tive prodding? Is there any constructive way that Congress could 
prod the VA and DOD into being more aggressive in this area with- 
out trying to micromanage their decisions? 
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Mr. Baine. I think that’s essentially what happened a year or so 
ago when the Asheville agreement was kind of hung up for one rea- 
son or another. Then Chairman Montgomery interceded in that 
particular instance and it was not 2 months after he interceded 
that that came to fruition and the agreement was signed and was 
underway. 

Mr. Edwards. Very good. Thank you. 

Mr. Baine. So I think the short answer to your question, continu- 
ing encouragement if that’s the will of this subcommittee or the full 
committee to do this makes a lot of sense. 

Mr. Edwards. Very good. Thank you, Mr. Baine. 

Mr. Baine. Sure. 

Mr. Hutchinson. Thanks, Chet. Mr. Ney, you’re recognized. 

Mr. Ney. I pass. 

Mr. Hutchinson. Mr. Bishop. 

Mr. Bishop. I pass. 

Mr. Hutchinson. Mr. Fox, the gentleman from Pennsylvania? 

Mr. Fox. Thank you, Mr. Chairman, I pass. 

Mr. Hutchinson. All right, are there any other questions of the 
panel? 

Chet, do you have any more? All right, we thank you very much. 

Mr. Baine. Our pleasure, sir. 

Mr. Hutchinson. The chair now recognizes Dr. Kenneth Kizer, 
Under Secretary for Health at the Department of Veterans Affairs 
and Major General George Anderson, the Deputy Assistant for Sec- 
retary for Health Services Operations and Readiness at the Depart- 
ment of Defense. 

Dr. Kizer, it’s good to see you again. General Anderson, we wel- 
come you. Dr. Kizer, you are recognized. 

STATEMENTS OF KENNETH W. KIZER, M.D., M.P.H., UNDER 

SECRETARY FOR HEALTH, DEPARTMENT OF VETERANS AF- 
FAIRS; MAJ. GEN. GEORGE K. ANDERSON, USAF, MC, DEPUTY 

ASSISTANT SECRETARY OF DEFENSE, HEALTH SERVICES 

OPERATIONS AND READINESS, DEPARTMENT OF DEFENSE 

STATEMENT OF KENNETH W. KIZER 

Mr. Kizer. Good morning, sir. Good morning, members of the 
subcommittee. I’m pleased to be here to have this opportunity to 
discuss with you the subject of joint venturing and the sharing of 
health care resources between the VA and DOD. 

Mr. Baine has commented some about the history of the sharing 
between the two departments, so I’m not going to say anything fur- 
ther about that, although I would correct the numbers that he cited 
for you. The actual number of agreements between the VA and 
DOD at this time is 605 for a total of 4,133 different services as 
opposed to, the much smaller number I think he cited. 

As you well know, I am highly supportive of the concepts and un- 
derlying principles of VA/DOD sharing and joint venturing. That is 
the concept of working towards the most efficient use of the tax- 
payer dollars that support the two institutions. 

During my 11-month tenure with VA, I have strongly encouraged 
our medical centers to expand resource sharing. We have already 
heard some brief discussion of the memorandum of understanding 
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that I signed with DOD last June to expand our opportunities as 
a CHAMPUS provider under the TRICARE program. Indeed, the 
message that has gone out to our medical centers is that they 
should all get as involved in the program as they can, recognizing 
that certain preparatory efforts have to be made if we’re going to 
be a successful player in that arena. 

We’ve also signed agreements for our medical centers at S5Ta- 
cuse and Indianapolis to be CHAMPUS providers. I would note 
that there has been significant interest in emanding the number 
of these type of agreement, but pursuant to DOD’s request that we 
work through the TRICARE providers, at this point we only have 
these two additional individual agreements. Otherwise, we will 
work through the TRICARE program. 

I would Sso point out, just to put this in some context, that we 
have hundreds of other sharing agreements with our academic af- 
filiates, as Mr. Baine mentioned. We have a smaller number with 
the Pulilic Health Service and with local and State government en- 
tities. I see sharing and joint venturing as critical to the long-term 
success and viability of the Veterans Health Care system. 
Exemplative of that are some of the actions that we have taken in 
the past few months. As I think you’re aware, we signed an agree- 
ment with the Juvenile Diabetes Foundation to create centers of 
excellence for research in diabetes. We have signed memorandums 
of understanding with the University Health Systems Consortium 
for technology assessment and clinical benchmarks development. 
We’re currently exploring some opportunities to expand this agree- 
ment into other areas. We’ve signed a memorandum of understand- 
ing with the Agency for Health Care Policy and Research for clini- 
cal guidelines development. We’re discussing a number of opportu- 
nities like this with other agencies as well. 

I see joint venturing and sharing as a critical element of our fu- 
ture. Having said this, I think I should also express some of my 
concerns in this regard. I have some concerns about these joint 
ventures based on my experience in the private sector with merg- 
ers of companies, as well as my experience in academia and State 
government. I think a certain degree of caution is prudent when we 
enter into these sharing agreements. 

There are many potential problems when you try to combine or 
blend entities that have separate missions, cultures and operating 
systems. In some cases, these are merely just logistical details that 
have to be taken care of — i.e., if you’re motivated, the incentives 
are correct and the differences aren’t too profound. However, these 
can be particular issues, e.g., in the case of mission, that can lead 
to some substantive problems. I want to come back to this issue in 
a moment. 

You talked with the previous witness about culture and legisla- 
tive issues that have been addressed to encourage sharing. 'There 
also is another important quality, particularly with regard to DOD 
and VA, having to do with our mission; sometimes this can be a 
barrier. Because the difference in missions between the two depart- 
ments, i.e.. Veterans Affairs being in the health care business, as 
well as education and research, as opposed to DOD’s militap^ readi- 
ness mission, can lead us at different fundamental incentives and 
motivations as we look at these. The health care mission of DOD 
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is primarily in support of its milita^ readiness mission, and that’s 
not necessarily the same as it is with VA where you’re taking care 
of an older population with multiple medical problems. 

Just briefly let me conclude by sa 3 dng that at least based on my 
experience elsewhere, as well as with my limited experience so far 
with the VA, if a joint venture is going to be successful, it has to 
be designed from the outset as much as possible to assure that the 
primary purpose of the joint venture is going to be achieved. In the 
case of running a hospital, whether it is to serve veterans or to 
take care of active duty military personnel, one would want to in- 
sure that whoever is designated as the host, or whoever has the 
lead responsibility for executing that joint venture, that their pri- 
mary mission should be providing health care, hospital manage- 
ment and other things relevant in that regard. It is essential that 
you focus on the most intense needs or the highest acuity patients 
because it is much easier to provide for those with less intense 
needs, and fiscally it becomes an issue of working on the margin, 
if you focus on your highest need as opposed to what may be lesser 
need patients. If the focus is on those who have less intense need, 
then it becomes more difficult, and indeed often more expensive, to 
then go back and focus on those who have higher needs. 

Let me just close by saying that having expressed this caution, 
I think this is an arena that we are fully committed to. It is a good 
thing. We have had success in the past, and we’re going to continue 
to explore more opportunities in the future. Particularly with a new 
operational and managerial structure in the department, the incen- 
tives really are in place to foster and promote sharing and joint 
venturing, not only with DOD but with private sector entities, aca- 
demic facilities and others. 

Thank you. 

[The prepared statement of Dr. Kizer appears on p. 63.] 

Mr. Hutchinson. Thank you. Dr. Kizer. General Anderson. 

STATEMENT OF MAJ. GEN. GEORGE K. ANDERSON, USAF, MC 

General ANDERSON. Good morning. Mr. Chairman, I’m pleased to 
be here today to express to you and members of the subcommittee 
the Department of Defense’s position on a very important subject, 
health care resources sharing between the Department of Defense 
and the Department of Veterans Affairs. 

Mr. Chairman, I have a complete statement for inclusion in the 
record, however, in the interest of time, I will give a summary of 
that statement. 

The Department of Defense views this sharing relationship as 
one of great importance smd is firmly committed to its continuation 
and strengthening. Dr. Joseph, the Assistant Secretary of Defense 
(Health Affairs) and Dr. Kizer, the Under Secretary for Health in 
the Department of Veterans Affairs, have created a strong sharing 
climate within the departments. Evidence of that is in a recent 
jointly authored article in U.S. Medicine which sets the direction 
for the sharing relationship through a series of priorities. I have a 
copy of that article for inclusion in the record. 

Since 1982, the two departments have worked hard to generate 
dramatic increases in sharing and associated cost savings. They 
have been successful, however, in the effect of base closures on the 
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number of DOD facilities, diminishing Federal resources and a dy- 
namic health care scene suggest that we should not be planning for 
the future based on the past. 

We, in the Department of Defense, together with the Department 
of Veterans Affairs, are focusing our joint efforts on our long-range 
needs and areas of mutual benefit. Joint ventures are included in 
this planning where they are beneficial. 

Today, there are eight joint ventures in various stages of develop- 
ment. Two of them are operational: the eight year old New Mexico 
Regional Federal Medical Center at Kirtland Air Force Base in Al- 
buquerque, New Mexico and the one year old Nellis Federal Hos- 
pital, 129-bed community hospital at Nellis Air Force Base in Las 
Vegas, Nevada. 

The nature of joint ventures is such that problems will surface 
that require work to resolve. This applies to the Nellis Federal fa- 
cility. It has encountered some problems which are being worked 
out. A recent trip by a high level team from the Air Force and VA 
has accelerated resolution of these issues. The team’s excellent re- 
port and its recommendations, now being implemented by DOD, 
demonstrates the ability of the two departments to work together 
in effectively fixing problems. 

With regard to the future joint ventures, specifically looking to- 
wards the Elmendorf joint venture in Alaska, DOD is firmly com- 
mitted to working out the details in advance to assure that we 
don’t have similar problems in the future. 

Another area addresses Veterans Affairs Medical Centers as pro- 
viders under both managed care support contractor arrangements, 
as well as in providing specialized care, such as head trauma and 
rehabilitative care. Approximately a year and a half ago, a 
CHAMPUS provider model was implemented at the VA Medical 
Center in Asheville, NC and this time, similar models are being im- 
plemented in Indianapolis and Syracuse, NY, where Griffiss Air 
Force Base, Rome, NY, is being closed. 

No more of these are planned because of the on-going change in 
our system. The Department of Defense is continuing to implement 
its 12 region TRICARE program where a lead agent in each region 
is primarily responsible for health care delivery, and a managed 
care support contractor is at risk for delivery of CHAMPUS bene- 
ficiary care within the region. This is a support contract, as I think 
you’re all aware. The two departments have now signed a memo- 
randum of understanding enabling Veterans Affairs Medical Cen- 
ters that wish to be TRICARE network providers, to do so if they 
meet the contractor’s cost access and quality criteria. Those facili- 
ties that become providers provide another option for DOD bene- 
ficiaries. They would function in the same fashion as private sector 
providers and the beneficiaries’ costs would be the same as when 
they use a private sector provider. This new effort will be phased 
in with the 2-year contracting schedule. 

As I think you’re aware, we intend to stand up the whole 
TRICARE system before the end of 1997. 

In closing, Mr. Chairman, the Department of Defense will con- 
tinue to work closely with the Department of Veterans Affairs to 
pursue sharing opportunities to save Federal dollars, provide qual- 



11 


ity health care, and still be able to respond to the demands of its 
readiness mission. 

Thank you very much. 

[The prepared statement of General Anderson appears on p. 74.] 

Mr. Hutchinson. Thank you, General Anderson. I’ll ask the 
question that is so basic. There’s a lot of us here who are new and 
could either of you give us a picture of how the TRICARE model 
would work in a given situation? 

General Anderson. Mr. Chairman, in this last bit of verbiage in 
my testimony, I attempted to explain that we have placed the Vet- 
erans Affairs hospitals in a situation of qualifying as providers 
under the TRICARE contract support side of the equation. The way 
TRICARE is organized, these is the direct care system, in other 
words, the Department of Defense Hospitals. We try to optimize 
around that system in terms of using everything that we have in 
the Department of Defense to provide care for our enrolled bene- 
ficiaries under TRICARE. 

In areas where we cannot meet that full demand in the direct 
care system, we have a support contractor that fills in from the pri- 
vate sector to do that. What we are doing in this new scheme with 
TRICARE is including the Veterans Affairs Hospitals and Medical 
Centers in that side of the equation, along with the TRICARE sup- 
port contractors. 

The difference here for the beneficiaries has to do with the pay- 
ment schemes on that side of the equation in the TRICARE sup- 
port contractor network, if you will. 

TRICARE prime, specifically the enrollment, the enrollment part 
of TRICARE (which is a triple option), is health maintenance orga- 
nization-like. We are enrolling beneficiaries in this plan. They also 
have an option of going to a preferred provider network or using 
CHAMPUS as it is currently configured, so it’s really a triple op- 
tion. 

What I’ve tried to do here is basically give you a feel for what 
we’re aiming at as we stand this up by 1997. 

Mr. Hutchinson. Now any VA hospital could apply and if they 
met the criteria, could be accepted in to the TRICARE program? 

General Anderson. Absolutely. 

Mr. Hutchinson. Now, could CHAMPUS beneficiaries then uti- 
lize the VA hospital? 

General ANDERSON. Yes. 

Mr. Hutchinson. Okay, and how many do we have participating 
in this now? 

General ANDERSON. We have Regions 9, 10 and 12 (what was the 
CHAMPUS reform initiative in California and Hawaii) and that is 
a fully stood up system. We now have Region 11 which is centered 
around Madigan Army Medical Center in the Northwest, in the Se- 
attle area standing up and we’re enrolling thousands of people in 
the system. Certainly, we could, for the record, give you the update 
numbers, but they are ticking off right now. The system is starting 
up in an enrollment phase. 

As I said, the region by region stand up of the program is coming 
over the next 2 years. 
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Mr. Hutchinson. In the TRICARE, are you finding that the cul- 
tural barriers or what we’ve talked about before on each depart- 
ment wanting to do their own thing, is that less of a problem? 

General Aoterson. Mr. Chairman, we don’t really have the ex- 
perience to answer that question as yet relative to Veterans Af- 
fairs. I think that’s a fair statement, isn’t it. Dr. Kizer? We only 
have the sharing agreements. We have the experience in Albuquer- 
que which is very good at this point, but that’s not under the 
TRICARE model. So if we’re talking about the TRICARE model, we 
still need future experience to see how that’s going to work. 

Dr. Kizer. I would add that from the VA’s perspective, we’re rar- 
ing to go. The VA facility mangers are very enthusiastic and would 
love to participate in this. To some extent, we’re limited by having 
to implement appropriate billing systems and other things already 
mentioned, which historically have not been part of the organiza- 
tion, but we are rapidly moving to do that. We’re putting in cost 
accounting systems as our number one informatics priority. There 
is an agenda for that, and I think we have discussed that at some 
previous hearings. We’re very enthusiastic about moving forward. 
I really don’t see any cultural problems impeding this. One of the 
limiting, or rate limiting steps, is how quicMy TRICARE comes on 
in the various areas. As was noted this will occur over the next 2 
or 3 years. Also, I would note that we are within a matter of weeks 
of finalizing the agreement with the contractor for one of the 
TRICARE regions in the Texas area, that we’re going to be able to 
do. 

Mr. Hutchinson. Under the VISN structure is it the local hos- 
pital administrator that will make the inquirer request to partici- 
pate? Do we have a lot of hospitals that are expressing interest to 
get into this? 

Dr. Kizer. We have a lot of facilities that would be very inter- 
ested in participating. One of the reasons is, of course, that we 
allow them to retain the funds so they can go back and improve 
services to our patients. Whether it’s a VISN director or the hos- 
pital director that initiates things, I cannot say at this time. I ex- 
pect it will probably be both as we move forward in developing the 
strategic plans for each of the VISNS. They’re both going to be 
working on it. 

Mr. Hutchinson. Now the administrative, I ^ess there are ad- 
ministrative barriers, the billing problems and the changes that 
you’re making, how quickly are those going to be implemented? I 
mean how fast will we see an expansion in the TRICARE? 

Dr. Kizer. Well, of course, the first and most important rate lim- 
iting step is how fast TRICARE comes on and how fast they get 
their contractors in place to then implement the program because 
we have to work through those entities. 

As far as the VA system, the situation is variable. Some of our 
facilities are further along than others, as far as putting in place 
the billing systems, cost accounting systems, etc. You will hear tes- 
timony in a little bit I think, from some of our facility directors who 
can provide you a first-hand account of their experience in this 
regard. 

I expect that as TRICARE providers come on line, our facilities 
will be ready, and we’ll be part of the game. 
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General Anderson. Mr. Chairman, to get back to your cultural 
barrier, a comment or question, I would like to echo what Dr. Kizer 
has said and with a specific example. We did have a good deal of 
administrative barrier in the Asheville arena when that interaction 
occurred, but regarding the barriers, those were absolutely ironed 
out with enthusiasm on both sides. This is really the model for get- 
ting at the details of things like the billing procedures and so on. 
So, what we have experienced from the DOD side is a very enthu- 
siastic approach to difficulties in breaking down the barriers very 
quickly, you know, weeks and months, not years. 

Mr. Hutchinson. Thank you. Chet. 

Mr. Edwards. General Anderson, I’d like to ask for your com- 
ment about the joint VA/DOD report of September 1 of this year. 
As a result of the study team that had looked at the Nellis situa- 
tion, a report was issued, entitled “Financial Disincentives” and 
this is a direct statement from it. It says, “DOD budgeting at the 
national level anticipates VA revenue from deviate DOD sharing 
arrangements and offsets local budgets by the amount generated 
locally through these arrangements. Hence, local management de- 
rives no financial benefit from the sharing agreements.” 

Is that a correct statement or do you disagree with that state- 
ment? 

General Anderson. I will not challenge the findings of that re- 
port at all. There are two things to think through though as you 
address this issue. One of them is the comment that Mr. Baine 
made before relative to the General Counsel and military pay. I as- 
sure you though that the Air Force itself who actually manages the 
budget, the Defense Heath Program budget, that goes to Nellis 
Hospital is addressing that. You’ll note that one of the parties of 
that report was the Surgeon General of the Air Force and what 
they are doing in response to the report is, of course, addressing 
each of the findings and the recommendations of the report. Clear- 
ly, the Surgeon General of the Air Force has some flexibility in the 
way he oversees the budget distributions to that hospital. My belief 
is that this is in the hands of the Air Force and the Surgeon Gen- 
eral of the Air Force is authority level to look at how the distribu- 
tion of funds are made and to enhance the incentives accordingly. 
So to again very firmly say that, we stand behind what was re- 
ported in that report and those recommendations are being ad- 
dressed by the Air Force on the Department of Defense side. 

Mr. Edwards. Sir, are you saying that the Department of De- 
fense recognizes that it is not a correct interpretation of the law 
passed in 1982 to take away estimated revenues coming from the 
VA? Is that what you’re saying? 

General Anderson. Yes. 

Mr. Edwards. Let me be more specific. The law says very di- 
rectly, “any funds received through such a reimbursement shall be 
credited to funds that have been allocated to a facility that pro- 
vided the care or services.” 

The analogy I would use would be if an employer by the law is 
required to pay an employee time and a half overtime. The em- 
ployer says if you want to be aggressive and take initiative, Mr. 
Employee, work extra hours every week because every week I’ll pay 
you time and half. The only problem is I’m going to dock you the 
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same amount of money from your regular paycheck. It seems to me 
that would be circumventing the Federal law. 

Is it your opinion that the law is very clear and that it is not 
a correct and proper interpretation of it to be taking a dollar here 
for every dbllar that comes in there? 

General ANDERSON. It is my personal opinion and the position of 
the Department of Defense that the law is very clear relative to the 
fiscal incentives intended and that is being worked out according 
to what was found in this report. The action agency to do that is 
the Surgeon General of the Air Force and that is in their hands 
right now to do that. 

I say that with the reservation relative to the comment that Mr. 
Baine made about the General Counsel and military pay lines and 
there are some accounting things that need to be looked at along 
that line and that is being accomplished also. That really is the ex- 
tent of the comments that I can make. The answer to your ques- 
tion, yes sir, we recognize it. 

Mr. Edwards. How long do you think it should take. General, to 
change the operating procedures and the financial incentives? 

General Anderson. Weeks and months, yes sir. 

Mr. Edwards. Thank you very much. 

Mr. Hutchinson. Mr. Ney. 

Mr. Ney. Thank you, Mr. Chairman. I had a question of Dr. 
Kizer. I think your testimony has a word of caution in it which is 
appropriate whenever you try to merge and on a state level in the 
past I’ve merged agencies and been involved in that type of process. 
You say in here on page 2 “if the involved parties are correctly mo- 
tivated.” I wanted to ask you how do you determine what type of 
problems are out there that have to be worked out? Do they go on 
to a list and the entities sit down? How does that work, the actual 
problems of merging. Are there technological or logistical or cul- 
tural — how is that put together? Do you get 1 through 10, are the 
problems that you have to work out? 

Dr. Kizer. I think you’re asking, if I understand it correctly, how 
do you determine potential problems when you merge entities, as 
for example, we began to do earlier this year with the merger of 
17 of our hospitals under 8 management structures. Well, you look 
at the entities, determine what their mission is, and decide how 
you want to operate the merged facility. You basically make your 
list and say this is how we’re going to address the new facility. 

Mr. Ney. I know specifically you’ve got VA and DOD. When 
there’s disagreements that happen, do those disagreements, maybe 
one is coming from VA and maybe one is coming from DOD, do 
they go on to some kind of list and there’s a body that sits down 
and says here’s five points that we have to work out? Does that 
happen? 

Dr. Kizer. Ideally, that’s what should happen, yes. You should 
have a mechanism designed into the process that will be the dis- 
pute resolution process. This should be designed up front because 
there absolutely will be disputes, and they’re going to have to be 
resolved. 

In the case of Nellis, one of the problems that surfaced was that 
there was not an effective mechanism for resolving disputes. Prob- 
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lems were surfaced or identified, and they languished. They basi- 
cally didn’t get dealt with. That, I believe is being addressed. 

Mr. Ney. As this process goes through now, do we have some- 
thing that will do that? 

Dr. Kizer. Each facility, and I think that’s what the General was 
saying except for the case of Elmendorf which is still on the draw- 
ing boards, that would be something that would be placed into it. 
Part of what was discussed there was how do we resolve those 
problems, how do we surface the problems, how do we then resolve 
them as well. 'There has to be a mechanism to do that going into 
it, otherwise, it will continue to generate problems, and we basi- 
cally won’t get them solved. 

Mr. Ney. 'That’s what I’m wondering. As far as the mechanism 
and I’d ask the question of you and the General, the bottom line 
of this and I think this has started out and proceeded well. I think 
it’s a great idea, but the bottom line of it when you head into some 
of those head butting situations where there’s a difference over 
here and a difference over here, who do you think in the end of it, 
who cuts bait? Who steps in to say you say one thing, you say an- 
other, who steps in, and I would like both of you to answer, to say 
who cuts bait? 

Dr. IGzer. That actually goes to the point that I was making. If 
we’re in the health care business, and the mission or the joint ven- 
ture is health care, then in my jud^ent the person with the most 
experience in the business of health care should be the entity that 
ultimately should be in charge. If you’re in the law enforcement 
business or the fire protection business or whatever it is, then you 
would go back to whoever has the most expertise in that regard, 
in my judgment. 

General Anderson. You will hear some subsequent testimony 
here, I think, in the panels that follow from Alaska, particularly, 
but obviously when we have a problem in one joint venture such 
as we had at Nellis, we then look at what’s on the horizon and 
clearly Elmendorf, the Alaska federal health picture is very impor- 
tant to us right now. There is a plan. There is a regular set of 
meetings that go on in Alaska to look ahead to exactly these dif- 
ficulties with the idea that we will lay in place a process by which 
problems can be resolved at that level. If they can’t, we are in di- 
rect contact here in Washington through Dr. Kizer’s office and Dr. 
Joseph’s office here. In the case of Alaska, that being an Air Force 
facility, the Air Force Surgeon General also gets involved in those 
things. So there are authority levels for resolution and we keep 
very close tabs on what’s going on up there, as a specific example. 

Mr. Ney. Thank you. I have one final question and I know the 
yellow light is on. General, in your testimony the beneficiaries who 
want the option can go to a VA medical center as long as it meets 
the requirements of TRICARE and its managed care contractors. 
That would be a private sector managed care component, I assume. 

General Anderson. Yes. 

Mr. Ney. So they have to basically approve the VA medical cen- 
ters? 

General Anderson. Yes. 

Mr. Ney. Is there any structures in the VA that looks at DOD 
and approves it or something of that nature? 
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General Anderson. Let me address that in this way. We also 
hold the DOD facilities to exactly the same standards in this sys- 
tem. Now understand, we are operating from the DOD, the 
TRICARE system and this question has been one that we’ve talked 
over time and time again with the Veterans Affairs. I could under- 
stand some sensitivity here, but we really are all trying to meet the 
same standards, the same very high standards of quality of care in 
particular, and access to care. 

Mr. Ney. If nobody objects, can I have 30 seconds? 

Mr. Hutchinson. No objection. 

Mr. Ney. Let me make a point here and I’m not saying who is 
right or wrong, better, etc. It brings out a good point if the VA 
doesn’t have managed care if you have a managed care component 
that the VA agrees yes, it can look at us, why doesn’t that man- 
aged care component basically certify the VA systems? Why have 
two systems? Because what starts to come to my mind, again, DOD 
has something that looks over VA to approve it, but what is coming 
from VA’s end? I’m not criticizing anybody, but I’m just saying 
maybe we ought to have this existing system and make it to blend 
so that again we’re breaking down barriers and there’s a managed 
care component for everybody. 

General ANDERSON. I understand very well the issue you’re after. 
A practical answer to this is that we’re handling this as 12 regions 
and they are under regional contract authorities with different con- 
tractors providing these services. The decision was made to put the 
VA in this system on the contractor side of the system, not on the 
direct care side. So having made that management decision, then 
you do get into this local phenomena of regionalization of the 
system. 

Mr. Hutchinson. Mr. Bishop. 

Mr. Bishop. Thank you very much. Let me again echo my sup- 
port for the concept of DOD-VA sharing. I think it’s an excellent 
concept for the delivery of health. I’ve listened and maybe I’m not 
entirely enlightened on it, but I wanted to ask the questions now 
with regard to the utilization of VA facilities for DOD personnel 
which would come under the TRICARE system which seems to be 
pretty much rolling along. My question comes for the frequency of 
the proposed utilization of DOD facilities for non-DOD vets, par- 
ticularly in areas where veterans don’t have access to VA hospitals. 
I note that you are consolidating in the VA a number of hospitals 
for efficiency and for necessary budget cuttings and I understand 
that, but there have been even prior to the consolidation era areas 
that were imdeserved in terms of access to veterans and there have 
been, for example, in some areas DOD facilities that veterans 
wanted to use or could use, but were prohibited from using, 
stopped from using as a result of case load or DOD regulations, or 
what have you. 

So what I would like to know is whether or not it’s going to be 
a two-way street? Can veterans who would normally be eligible 
under the VA system, not necessarily under the DOD as in retired 
military personnel, would they be able to go to DOD facilities, for 
example, Martin Army Community Hospital at Fort Banning, rath- 
er than having to travel to Tuskegee or to go to Atlanta or to go 
to Dublin to some VA facility? 
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Dr. Kizer. My imderstanding of the issue, and this really is 
DOD’s issue, is that Veterans would not be eligible for care at ac- 
tive duty military treatment facilities. 

General Anderson. Veterans are, in general, not beneficiaries of 
the DOD system. That’s a matter of law. However, we do have the 
joint ventures and a number of these sharing arrangements where 
there is a possibility for mutual arrangements. 

In terms of a system-wide beneficiary issue though, the veteran 
is simply not a legal beneficiary of the DOD system. 

Mr. Bishop. I guess I’m following up on Mr. Ne/s suggestion 
where he was talking about the possibility of blending the two to- 
gether. It seems to me that if we’re talking about efficiencies and 
we’re talking about the more effective delivery of service, if you 
have a DOD facility that’s accessible to veterans, they ought to be 
able to use that subject, of course, to their own limitations, without 
having to travel hundreds of miles to some VA facility in the same 
way that you’re going to allow DOD personnel to utilize VA facili- 
ties. 

Dr. Kizer. I understand the issue, sir. We do not have, to my 
knowledge, any pending direction to change things in this area. I 
would point out 

Mr. Bishop. That would require a change in the law? Would that 
be subject to again a memorandum of understanding or some con- 
tractual agreement between DOD and VA? 

Dr. Kizer. If I understand your thrust here, sir, that veterans, 
in general, would be beneficiaries of the DOD system, this would 
require changing the law. We have worked out a number of individ- 
ual location sharing agreements based on work load. Where we can 
make the sharing concept mutually beneficial, that has worked. For 
example, Tripler Medical Center in Hawaii has for years treated 
veterans in that facility, and they are pressing on as one of our 
eight locations for continuation along that line. 

Mr. Bishop. I guess could VA contract with DOD, for example, 
to provide those services for veterans in an affected area where 
there is a DOD facility and there are veterans in need of utilization 
of the facility? 

Do you have authority to do that now if you wanted, if VA were 
to offer to suggest, to convince you to enter into a contract, would 
you have the authority? 

Dr. Kizer. I believe we could work out a department level ar- 
rangement to do something like that. I don’t see an individual loca- 
tion where that would really apply right now, because of the lack 
of excess DOD capacity in the current downsizing environment. 
We’ve already closed 42 percent of our beds in DOD. 

Mr. Bishop. The final question then has to do with additional 
construction. Is there any way that budgetarily VA and DOD can 
have joint constructions in a DOD facility, for example, to add addi- 
tional capacity so that there will be access for veterans who are in 
a particular area to ease the availability of services for them, for 
their convenience? 

General Anderson. Yes sir. That’s exactly what we’re doing in 
Elmendorf. In the Elmendorf case, for example, and what we did 
at Nellis, in fact, was to plan from the beginning to build the hos- 
pital that would serve both needs. 
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Mr. Hutchinson. Thank you, Mr. Bishop. Mr. Clements is occu- 
pied. Before I dismiss the panel I just want to say I think there’s 
been some interesting issues raised, but I know that there are lots 
of folks and I get contacted by them frequently who are CHAMPtJS 
beneficiaries who live near a VA hospital. 'Ihe hospital there who 
would love to have access to be able to utilize that VA hospital 
rather than traveling sometimes many hours or hundreds of miles 
to the nearest DOD facility. So I hope that there’s a great promise 
in what we’ll see in future years in the TRICARE model. I get con- 
tacted a lot by other Members who have VA hospitals in their dis- 
tricts and who are curious about what they can do to develop these 
sharing agreements, these joint ventures or to get into TRICARE. 
Does the Panel, Dr. Kizer, General Anderson, have any advice on 
what direction we can point them? 

Dr. Kizer. Well, sir, I would, since you asked, make a pitch for 
some of the provisions that are in the reconciliation bill that would 
expand our sharing authority. Certainly, as we look to the future 
and the new operational and managerial paradigm that we hope to 
operate vmder in the future, we need to have essentially unlimited 
ability to contract with other entities and to enter into sharing ar- 
rangements or joint ventures with private providers, with our uni- 
versity affiliates, with DOD, and with other Government agencies. 
We would very much like to have, and we feel that we need, indeed 
desperately need that, if we’re going to provide the service we want 
to provide to our veterans and to really make it work and be ra- 
tional. Of course, if we could address some of those eligibility rules 
and statutes that are so much in need of change, that would pro- 
vide us a system and the vehicle to provide the service that our 
veterans deserve. 

Mr. Hutchinson. Good. Could you help educate CBO as to the 
benefits of eligibility reform? 

Dr. Kizer. Actually, if it would be helpful I have a formula here 
for CBO If the ConCTessional Budget Office would just plug in the 
numbers, they would see that our eligibility reform proposal is 
budget neutral. Going back to the comment that was made here, 
we are absolutely convinced that we can substantially increase our 
accessibility, improve our accessibility, site dozens and dozens of 
access points in community-based clinics; if we could amend those 
silly elimbility rules, we could make the system work a whole hell 
of a lot better. 

Mr. Hutchinson. All right. And all of this eligibility reform as 
well as the joint ventures sharing agreements, TRICARE, all of 
that is not primarily budgetary-driven, but better service and ac- 
cessibility to veterans. 

General Anderson. Yes, Mr. Chairman, we, of course, in the De- 
partment of Defense do focus primarily on readiness, medical readi- 
ness is our theme. We do operate, though, as you know, a com- 

S rehensive system of health care for our beneficiary population, 
lany of them are also veterans, by the way. 

We hear a lot from CHAMPUS-eligible beneficiaries and others 
as well. I assure you. Dr. Joseph and his staff are well aware of 
the things that you hear. Of course, one of our biggest problems in 
standing up TRICARE is our difficulty to deal with the older than 
65 Medicare-eligible population who are otherwise potential bene- 
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ficiaries to TRICARE. We would like to, of course, enroll everyone 
in TRICARE for life, essentially, so I would also ask that you ad- 
dress your attention to Medicare issues. That’s a really big one for 
us and does overlap with other concerns of people that you worry 
about. So again, I appreciate very much the opportunity to come 
and talk with you today about these joint ventures. We are really 
enthusiastic about TRICARE and about the opportimities that that 
will offer the Department of Defense and the Department of Veter- 
ans Affairs as we expand our horizons in providing quality heath 
care. 

Mr. Hutchinson. Mr. Clement, did you have any questions for 
the Panel? 

Chet, anybody else on the Committee? I thank you for your testi- 
mony and we’ll dismiss you. 

Dr. Kizer. Thank you. 

Mr. Hutchinson. Panel 3, if they would please come to the table. 
It consists of Mr. A1 Poteet, Director of the Anchorage, AK VA Out- 
patient Clinic and Regional Office; Mr. James A Cln-istian, the Di- 
rector of the Asheville VAMC; Mr. Alan Haiper, the Director of the 
Dallas VA Medical Center; and Mr. Michael Harwell, the Director 
of the Central Texas Medical Centers, headquartered at Temple, 
TX. We welcome you. Thank you for being here today. Mr. Poteet, 
we will recognize you, if you would like to begin. 

STATEMENTS OF AL POTEET, DIRECTOR, VA MEDICAL AND 

REGIONAL OFFICE CENTER, ANCHORAGE, AK; ALAN G. 

HARPER, DIRECTOR, VAMC DALLAS, TX; JAMES A. CHRIS- 
TIAN, FACHE, DIRECTOR, VAMC ASHEVILLE, NC; AND R. MI- 
CHAEL HARWELL, DIRECTOR, CENTRAL TEXAS MEDICAL 

CENTERS, TEMPLE, TX 

STATEMENT OF AL POTEET 

Mr. Poteet. Thank you, Mr. Chairman. I’d like to summarize my 
statement very quickly with the understanding that the full text 
will be included in the record. 

Mr. Hutchinson. Without objection. 

Mr. Poteet. I have and will continue to be a big supporter of the 
concept of the VA/DOD sharing and joint venturing. Specifically, in 
Alaska, we will continue as federal partners to aggressively put to- 
gether these win-win relationships between VA and DOD. It’s im- 
perative that we do this because of the extremely high cost of pro- 
viding quality hesdth care which often exceeds 200 percent the 
costs in the lower 48. Sharing agreements, by the way, have been 
a way of life in Alaska. Our first sharing agreement to provide Air 
Force health care to veterans precedes Alaska becoming a State. 

VA Medical Center in Anchorage is the only VA health care pro- 
vider in the State and currently we have sharing agreements with 
Bassett Army Hospital in Fairbanks, 'Third Medical Group in El- 
mendorf and we’re also signatories to the Alaska Federal Health 
Care Partnership which was signed by the Indian Health Service, 
Coast Guard, Army Medical activity in Alaska and the Air Force. 

'This partnership is a blueprint for the joint cooperative and shar- 
ing throughout the State Euid has already saved substantial 
amounts of money. In fiscal year 1995 the VA spent $1 million with 



20 


the Third Medical Group. The same medical care in the private sec- 
tor would have exceed $1.8 million. Sharing of this excess capacity 
will continue to be a successful part of our future in Alaska. 

Just as a way of an example, in Fairbanks, when we have an 
orthoscopic surgery performed on a knee, it can cost up to $8,500 
in the private sector. When we pay for the veteran to come down 
Elmendorf, have the surgery, and return at the taxpayers’ expense, 
VA pays about $900, and thereby we get to take care of nine addi- 
tional veterans. These are the kinds of relationships we want to 
continue building on because they’re extremely cost effective and 
we provide quality care. 

As far as joint ventures are concerned, the VA and the Air Force 
in Alaska clearly have different missions and cultures. Basically, 
the Air Force is involved in readiness and we, of course, are there 
to provide health care through 365 days a year to our entitled vet- 
erans. Obviously, these differences can have a serious impact on 
joint venturing. 

The Third Medical Group in Elmendorf is not a full service, ter- 
tiary care medical center, nor will it be upon the completion of the 
Air Force replacement hospital in late 1998. I think this is a factor 
that may diminish our potential for success. We understand, up 
front, that the Air Force mission of readiness is to be prepared and 
take care of shooters in a time of war. This by its very nature does 
not presume an on-going relationship between VA and the Air 
Force at Elmendorf during a movement from a peacetime to war- 
time scenario. The Air Force as the host at Elmendorf also poses 
a bit of a dilemma for the VA. In my opinion, the host facility must 
provide as its primary on-going mission, health care geared to the 
highest acuity of patients and 365 days a year during wartime or 
peacetime. Since the Third Medical Group will be our host, estab- 
lishing a true joint venture, one that is workable and realistic, will 
be difficult. TTiis is especially true in the arena of uncertain budg- 
ets when neither the VA nor the Air Force may have the resources 
to plan on in the future. 

Having said that. I’d like to also note that we in the VA and my 
counterparts in the Air Force have a very close working relation- 
ship. We do propose to work very diligently and as much as prac- 
ticable to have a joint venture that will take care of the needs of 
the Air Force and the VA in Alaska. 

That concludes my comments. 

[The prepared statement of Mr. Poteet appears on p. 85.] 
STATEMENT OF JAMES A. CHRISTIAN 

Mr. Christian. Thank you, Mr. Chairman. I appreciate the op- 
portunity to appear before you and the other members of the sub- 
committee and discuss the issues of VA and DOD sharing. I cur- 
rently serve as Director of a 275-bed VA Medical Center with 120- 
bed nursing home. Last year, we treated about 6,000 patients, in- 
patients; and about 90,000 outpatients. Our hospital is affiliated 
with Duke University and we provide all levels of care, including 
heart surgery. Our veterans come to us from western North Caro- 
lina, Tennessee, Virginia and upstate South Carolina and our serv- 
ice area includes over 100,000 veterans. It’s particularly important 
for you to know that a large number of military retirees are located 
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in this region and yet there is no direct military health care facility 
nearby. 

Many of these military retirees had expressed frustration in their 
ability to obtain health care at our VA Medical Center in Asheville. 
Many of them are non-service connected and are above the means 
test eligibility. In 1992, I appeared before this committee express- 
ing our desire to serve these veterans in a sharing agreement with 
the Department of Defense. In the fall of 1992, you authorized the 
VA to establish some pilots to allow CHAMPUS eli^bles to be 
served by VA medical centers on a space available basis. Our hos- 
pital was selected for such a pilot and it began in March of 1994. 

We have now one year’s experience with that pilot and I would 
like to tell you about our experiences. First, and most important, 
no veteran has been restricted from access to care because of this 
pilot. We set up a primary care clinic for CHAMPUS patients and 
currently have 780 beneficiaries enrolled in this clinic. The staffing 
is supported from revenue received from DOD, other insurance 
sources and patient payments. Where we have specialty clinics that 
are filled, we refer the CHAMPUS patients to our local private sec- 
tor providers, however, the primary care clinic provides the full 
range of services to CHAMPUS beneficiaries including diagnosis 
evaluations, screening tests such as Pap smears, care for short- 
term illnesses, as well as maintenance for the therapy for chronic 
diseases. The clinic is staffed by a physician, a physician’s assistant 
and a registered nurse who sees patients 2 full days and 3 half 
days per week. The clinical team is able to treat 18 new patients 
and 49 established patients each week. We have found there are 
numerous opportunities to provide services to this population of pa- 
tients. We currently have over 1,630 CHAMPUS beneficiaries who 
are registered in our CHAMPUS program, with an average number 
of 66 new registrants each month. Many of these beneficiaries con- 
tinue to receive their care from private sector providers, but choose 
to have their prescriptions filled and obtain diagnostic studies such 
as x-ray and laboratory tests at the VA medical center. 

inpatient treatment is also available to CHAMPUS beneficiaries. 
Since the program’s implementation we have admitted 55 patients 
for a variety of problems including cancer care, acute pulmonary 
disease and gynecological disorders. 

Under this pilot we have agreed to accept a discoimted 
CHAMPUS reimbursement rate which affords cost savings to DOD. 
CHAMPUS beneficiaries also benefit by the agreement because 
their cost shares are based on a percentage, lower percentage at 
the discounted rate. We have received in excess of $482,000 in rev- 
enue from insurance pa 3 Tnents and beneficia^ cost shares and co- 
pasnnents. Although we experienced administrative and clinical 
growing pains, which are inherent in any new endeavor, we have 
reached a point in this program where the efficiency of our oper- 
ations has increased and we are realizing a return on our invest- 
ment in the form of revenues in the excess of our costs. The ways 
in which this revenue can be used to benefit our veteran population 
is currently being evaluated. 

Because of this pilot, Asheville has been invited to meet bi- 
monthly with Region 2 DOD Hospital Commanders. At that net- 
work level, we have developed a memorandum of \mderstanding 
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that promotes sharing within our hospitals and sets forth guidance 
for expanded relationships. We see a real opportunity to continue 
to work together to better serve both of our beneficiaries. For ex- 
ample, we have a proposed clinic to be established in Charlotte 
where there are no VA facilities. DOD and VA have no facilities in 
Charlotte, and they have no managed care contract at this time. 
Why not jointly establish a solicitation to local providers to provide 
care for VA and DOD beneficiaries in that area? 

The VA’s primary mission is health care. We recognize DOD’s 
primary mission is providing for the defense of the country, not 
health care. Health care for retirees and dependents is but a very 
small part of DOD’s operational activities. Although we both have 
the same objective to provide care to those for whom we are respon- 
sible, we seem to be working at cross purposes in this endeavor. 

In consideration of this, we would like to note some of the major 
barriers to expand and share between VA and DOD facilities. First, 
FTE restrictions limit our expansion of internal VA resources, even 
though funds come from DOD. The various uniformed services con- 
trol DOD CHAMPUS funds, but there is no uniformity for VA to 
be reimbursed by a DOD medical facility, for instance. Army, Navy, 
Air Force. They all kind of have their different controls and rules. 
Many barriers to VA sharing at the field level are caused by the 
apparent problems of the DOD services and health affairs and 
transferring CHAMPUS dollars to the VA. DOD insists billing for 
services must go through fiscal intermediaries, much like our Ashe- 
ville pilot. DOD health affairs is reluctant to move to large scale 
implementation of pilots similar to our Asheville model. If the re- 
gion lead agents could control the CHAMPUS funds for all of the 
services in the entire region, sharing would be greatly facilitated. 

Finally, there appears to be at the DOD level a reluctance to ex- 
pand sharing programs. This may be due to the institution of the 
contractor-oriented TRICARE program, but the 172 VA hospitals in 
their strategic locations throughout the country should not be dis- 
counted. Most commanders euid VA Medical Center Directors are 
ready to share sites and facilities, but the programs will never hap- 
pen effectively, unless there is an efficient way to transfer re- 
sources, particularly in the CHAMPUS area. 

I appreciate the opportunity to provide remarks and we’d be 
happy to answer your questions, Mr. Chairman. 

[The prepared statement of Mr. Christian appears on p. 94.] 

Mr. Hutchinson. Thank you, Mr. Christian. Mr. Harper. 

STATEMENT OF ALAN G. HARPER 

Mr. Harper. Thank you, Mr. Chairman, members of the sub- 
committee. I am pleased to have the opportunity to discuss the Dal- 
las Department of Veterans Affairs Medical Centers’ participation 
in TRICARE. This joint venture represents a significant oppor- 
timity to build upon and complement our existing sharing initia- 
tives with DOD. Currently, we are working in close cooperation 
with Foundation Health Corporation as the DOD managed care 
contractor. In this process, we have enjoyed the support of VA 
Headquarters, DOD Health Affairs and Foundation Health as we 
prepare for network participation in November 1995. 
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As an alternative choice, DOD’s TRICARE beneficiaries, the Dal- 
las VA Medical Center and our Fort Worth satellite outpatient clin- 
ic will provide accessible high quality and cost-effective care, con- 
sistent with DOD criteria and community standards. Our participa- 
tion as a TRICARE provider highlights the natural relationship be- 
tween VA and DOD beneficiaries which share the common bond of 
military service. It is also on this basis that we have received the 
unwavering support of both the Greater Dallas Veterans Council 
and the Terrant County Veterans Council as we enter into this ini- 
tiative. 

Significant benefits are associated with our participation as a 
TRICARE provider. Of first and foremost importance is the oppor- 
tunity for revenue generation. In these times of scarce resources, 
it is imperative that we have the ability to generate supplemental 
funding in support of enhancing veterans access to care. The reve- 
nue generated from our participation will be reinvested to expand 
health prevention and screening initiatives, community access to 
primary care and the overall scope and level of services available 
to veteran beneficiaries. 

These advantages to our VA beneficiaries and improved access in 
cost effectiveness of care, to DOD provides a win-win situation for 
our two Federal agencies. 

Secondarily, the more diverse array of medical conditions associ- 
ated with TRICARE beneficiaries will expand the training experi- 
ences available through our graduate medical education, nursing 
and allied health training programs. The increasing incidence of 
high risk, multi-system disease in our veteran beneficiaries can be 
offset by a younger and healthier TRICARE population of relatively 
lower risk. Balancing patient risk is particularly important in man- 
aging outcomes in cardiac surgery, organ transplantation and other 
procedure based programs. 

Job satisfaction and the recruitment and retention of highly 
qualified health care professionals will also be enhanced by the en- 
riched clinical practice supported by this diverse case mix. 

While our Medical Center currently treats women veterans and 
CHAMPVA VA beneficiaries, the anticipated influx of women bene- 
ficiaries under TRICARE would generate new economies in support 
of the development of additional in-house services on the basis of 
cost effectiveness. 

As an overview to our participation as a TRICARE provider, we 
reco^ize the divergent health care missions of DOD and VA. To 
maximize DOD’s primary role of defense and VA’s basic mission of 
health care, efforts should be undertaken to capitalize on our re- 
spective strengths by classifying VA health care facilities as sec- 
ondary priority providers, solely for the purposes of TRICARE par- 
ticipation. 

Classification as a secondary priority provider is based upon cost 
incentives to DOD and would permit VA facilities to assume a 
more front line position and expanded role within the managed 
care contractors provider network. Under this concept, the contrac- 
tor would be required to establish referral mechanisms to insure 
optimal utilization of VA as well as DOD MTF facilities and re- 
sources. 
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The DOD MTF would be contacted as first line providers followed 
by VA facilities as second line providers to determine capacity be- 
fore referring TRICARE beneficiaries to civilian providers. Clearly, 
the issues and details associated with the concept of classifying VA 
health care facilities as secondary priority providers for the pur- 
poses of TRICARE participation require joint discussions between 
VA and DOD. However, the implications of this concept based on 
cost effectiveness, quality patient outcomes and advantages to VA 
and DOD’s respective beneficiary population must be appreciated 
and imderscored. 

The Dallas VA Medical Center in our Fort Worth Outpatient 
clinic would welcome the opportunity to participate with the lead 
agent’s office in DOD Region 6 in piloting this concept as a joint 
demonstration project. 

That concludes my statement, Mr. Chairman, and I’d be pleased 
to answer any questions. 

[The prepared statement of Mr. Harper appears on p. 92.] 

Mr. Hutchinson. 'Thank you, Mr. Harper. Mr. Harwell. 

STATEMENT OF R. MICHAEL HARWELL 

Mr. Harwell. Mr. Chairman and other subcommittee members 
and guests. I’m pleased to have this opportunity to discuss issues 
related to joint ventures and VA participation in TRICARE. 

I sincerely appreciate your interest in and the support of the 
Central Texas Medical Centers with facilities at Temple, Waco, 
Marlin and Austin, TX. As the former Director of the Albuquerque 
Medical Center, I was in charge of an affiliated tertiary care center 
with a wide variety of programs and services. Due to our joint ven- 
ture with the Kirtland Air Force Base Hospital, I was able to enter 
into numerous sharing agreements that benefitted both veterans 
and the Department of Defense beneficiaries. In fiscal year 1995 
the Albuquerque Medical Center was reimbursed by DOD for ap- 
proximately 400 inpatient stays and approximately 7,000 specially 
outpatient care visits. Revenues generated from these patients 
were used to enhance a number of different programs for the VA 
such as the Women’s Health Program and expand our cardiology 
program at Albuquerque. 

Since my arrival at the Central Texas Medical Center, I met with 
the Commander or Command Structure of Damall Army Commu- 
nity Hospital at Fort Hood, TX, to discuss the possible DOD-VA 
sharing. We recently initiated a sharing agreement that allows for 
Army soldiers to receive a compensation and pension exams just 
prior to their discharge from the Army, with VA providers at 
Damall Army Hospital. 

We are also exploring the use of shared surgical space at the 
Temple facility whereby Army medical staff would perform surgical 
procedures for their beneficiaries in that space. The Commander of 
Damall Community Hospital and I expect to enter into other areas 
of sharing in the future. 

Earlier this week members of my staff met with Foundation 
Health Care staff to discuss the Central Texas Medical Center’s 
participation in TRICARE. The Central Texas Medical Center was 
earlier reviewed by Foundation Health and received 100 percent 
compliance with the full delegation of credentially and privilege re- 
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view and I fully expect to be in an active participatory role with 
TRICARE by the end of the, by the beginning of the calendar year. 

I have provided a much more extensive summary of my written 
testimony and my written testimony and I would be pleased to an- 
swer any of your questions at this time. 

Thank you. 

[The prepared statement of Mr. Harwell appears on p. 97.] 

Mr. Hutchinson. Thank you, Mr. Harwell. I thank the Panel. 
Mr. Harwell, you’ve been described as the most experienced VA Di- 
rector within the system on joint ventures and sharing arrange- 
ments, so if you had to kind of sum up what is the key to the suc- 
cess and the secret to these kinds of arrangements, what would it 
be? 

Mr. Harwell. I think, I listened to Mr. Baine and what he said 
and one of the things I agree with very much, it takes a lot of time 
to make it nm smoothly and he indicated that in the Albuquerque 
experience. I was there from 1990 through 1995, until February of 
1995. 

I think what you have to do is there has to be a need on both 
sides and there has to be a provision to meet that need on both 
sides. In other words, we have to understand their readiness mis- 
sion. That’s what they do. And we have to accommodate that. At 
Albuquerque, we made use of that by when they had their readi- 
ness exercises, we participated to meet our joint commission ac- 
creditation standards for our emergency exercises. On the other 
hand, when they had to leave for certain things, we took over some 
of their patient care responsibilities, so I think you have to accom- 
modate each other on your strengths, not pick at the weaknesses. 
You have to recognize those and go into it as a partner. Why else 
would you need a partnership unless you could meet their needs 
in some way. 

Mr. Hutchinson. Mr. Harper, it’s my understanding that DOD 
has recently awarded a contract which covers Texas, Oklahoma, 
Arkansas and Louisiana. I’d like to know the status of that con- 
tract and who is the awardee and what role, if any, the VA will 
play under this arrangement, and particularly I’m interested in the 
impact upon smaller rural VA facilities like my district in Fayette- 
ville, AR. 

Mr. Harper. Mr. Chairman, the contract was awarded to Foun- 
dation Health Corporation and they are in the process of putting 
together a health care network.. They’re supposed to come out in 
November with this plan that would cover all the CHAMPUS bene- 
ficiaries in those States that you identified. 

VA has gotten involved in that we want to become a TRICARE 
providers. We have received excellent cooperation fi*om Foundation 
Health. They too have visited our facility. They have reviewed our 
credentialing and privileging program, found it to be 100 percent 
in compliance with their requirements and granted us delegated 
credentialling and privileging authority. Foundation Health has a 
desire, and appropriately so, to develop a protot 3 q)e contract that 
would be used by all VA medical centers. We’ve had excellent co- 
operation from our headquarters. Our sharing office and our Gen- 
eral Counsel Office have reviewed the proposed prototype contract 
submitted by Foundation Health and have commimicated changes 
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on two occasions. The protot 3 rpe contract is back at Foundation 
Health now for their final approval. Once that’s done, then we will 
sit down and get into more detailed discussions with Foxmdation 
Health about the services that we would provide. 

We have agreed in our proposal that we would offer them a 25 
percent discount on CHAMPUS maximum allowable charges and 
we haven’t worked out all the details of billing and those kinds of 
things. 

Where do the other VAs fit into this? As Mr. Harwell indicated, 
he has had discussions with Foundation Health as well and we as 
the pilot in Dallas are keeping them informed. I would see the 
Central Texas network facilities coming on-line about the same 
time as Dallas. It’s up to each individual medical center to deter- 
mine what role that they have with Foimdation Health and the 
TRICARE program. It’s something that I think that if they don’t 
do, they’re missing the boat. The thing that I alluded to in my 
opening remarks that I think is very important is the concept of 
a secondary priority provider. DOD has first shot at these people. 
I think the VA ought to have the second opportunity and not stand 
in line with the private sector facilities. Again, I reflect back to the 
scarce resources, the need for Federal agencies to work together 
and I just think that that makes a whole lot of sense from a tax- 
payers’ perspective. We do have tremendous support from our vet- 
eran community to get involved in this program, so I think they 
would welcome as active a role as Congress would allow us to have 
as a TRICARE provider. 

Mr. Hutchinson. So if the agreements are reached and your ne- 
gotiations with — is it Foundation Health Cop)oration? 

Mr. Harper. Foundation Health Corporation. 

Mr. Hutchinson. If that is consummated, then each VA medical 
center would have certain criteria that they would have to meet in 
order to participate. Is that correct? 

Mr. Harper. Yes. They would have to negotiate with Foundation 
Health and Foundation Health would want to look at their 
credentialling privileging program to make sure that it meets their 
standards. They would have to agree to certain costs agreements. 

Mr. Hutchinson. So your negotiations with Foundation Health 
would only make possible the individual hospitals’ agreements? 

Mr. Harper. We’re basically going to be a prototype example 
that would be used in the future. 

Mr. Hutchinson. Okay, so the impact on a CHAMPUS bene- 
ficiary that’s in the region of a VA Hospital that wants to utilize 
that, what impact would they, if that hospital decided to partici- 
pate and if Foundation Health agreed that they could be one of the 
providers, they then would? 

Mr. Hi^PER. The CHAMPUS beneficiary would have the option 
to come to the VA or elect to go somewhere else for their health 
care. VA would be an option for them. Right now we’re not an op- 
tion for them. 

Mr. Hutchinson. Would the costs be comparable if they went 
to 

Mr. Harper. Well, the way it’s set up now they would have to 
pay the same co-payments that they pay the private providers for 
their care. We’d like to see some incentive there for the beneficiary 
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to come to VA and again that’s where we get into that secondary 
priority provider. 

Mr. Hutchinson. Good, thank you. Mr. Edwards. 

Mr. Edwards. Thank you, Mr. Chairman, first my thanks to all 
of you for being here and especially my appreciation to all of you 
for the service you’re providing veterans and seeing that they re- 
ceive quality health care. It’s a terribly important responsibility. 

On a personal note I want to say hello to A1 who used to be in 
Central Texas and did a great job at the VA Regional Office there 
and Mike Harwell, one of my present constituents who’s done a 
great job at trying to bring about efficiencies and coordinating ef- 
forts between several VA medical centers in Texas and welcome 
personally to both of you. 

Mr. Christian, we had some witnesses earlier that suggested per- 
haps there’s really no need for legislation in this area. There’s cul- 
tural barriers that needed to be broken down, not legal ones, but 
I think some of your comments might be well taken. It seemed to 
me you were suggesting there really is a need for some legislation 
with possibly FTE restrictions being a problem. You talked about 
the efficient transfer of CHAMPUS resources. Could you talk a lit- 
tle bit more about two or three or four areas where you think it 
would be important to have legislation to encourage these cultural 
changes, what those areas would be? 

Mr. Christian. I appreciate both those issues and questions, Mr. 
Edwards, particularly in the FTE issues. In my local CHAMPUS 
clinic right now I would like to expand. As I mentioned, we’re see- 
ing about 66 new beneficiaries coming to us each month. We 
haven’t even advertised this program. We’re afraid to advertise it 
to all the 36,000 beneficiaries in our area for fear of being 
swamped. What we can’t do is add staff to support that function 
because we have a FTE employment control level at our hospital, 
and that’s true of all sharing programs, whether you’re sharing 
laundry facilities or whatever. The FTE issue for VA medical cen- 
ters is an issue. 

In some areas where we have affiliated medical schools that are 
right across the street, we may be able to use some contract provid- 
ers and so forth and develop that sort of relationship where it 
doesn’t count against our Government-wide FTE head count. How- 
ever, for total access and flexibility in this program and to mutu- 
ally save money, we’ve set up some arbitrary controls on FTE con- 
trols Government-wide that really are dysfunctional and competes 
with the objective to save money. 

In our CHAMPUS program alone and pharmacy, we’re saving 
DOD 67 percent on each prescription from the retail price and we 
filled 19,000 scripts in the first year. That potentially can be a sig- 
nificant savings over the whole VA system as we work in such 
areas as pharmacy and other areas and yet, I can’t add additional 
pharmacists because of my FTE controls. 

The other area that particularly has been frustrating to me is 
how, and this is more an internal matter with DOD, but the 
CHAMPUS pot of money is controlled, at least from my perspective 
maybe I’m not fully educated, but I’ve been working on this since 
1991, that the Army, Navy and Air Force basically have control 
over how they control those CHAMPUS funds within their mii- 



28 


formed services. And as General Anderson indicated the lead agent 
for each region now much like our VISN director, but different, the 
lead agent has been given sort of the coordinating responsibility of 
all this managed care responsibility, but in my view it’s not clear 
to me that the lead agent has been charged with control of all those 
CHAMPUS funds. If the lead agent in the region had control of 
those funds, he could determine where and what VA medical center 
within that region we can work out the deals. Now, the Army is 
a little bit more flexible than the Navy, for instance, in terms of 
transferring CHAMPUS funds to a medical facility and using it for 
some sharing projects. The Navy, most of their money from what 
I understand is controlled right out of BuMed. I may be mis- 
informed on some of this. I’m not sure this is legislative issues. It 
may be, but I think it may be more administrative within the De- 
partment of Defense and Health Affairs. 

Mr. Edwards. Very good. I appreciate that. Very quickly, Mr. 
Harper, along the same lines of the question is legislation needed, 
would it require legislative action to change the co-payment ar- 
rangement on the VA and TRICARE or does DOD have that 
authority? 

Mr. Harper. I do think that requires legislation, but I’m no ex- 
pert in that area. I think it does. 

Mr. Edwards. Very good. One last question, Mike, to you. You 
talked about some of the things you’re trying to do with Damall 
Hospital at Fort Hood and the VA Center in Temple. Are there 
some examples of things you’d like to do that you cannot do be- 
cause of either DOD constraints or cultural problems or legal prob- 
lems? Any specific examples of areas where you think it would be 
in the interest of our veterans and military families to work to- 
gether, but we need to help break down some of those barriers? 

Mr. Harwell. I haveut seen any yet. Congressman Edwards. 
We’ve only entered into negotiations. We’ve got two teams. One is 
from Damall and one is from ours, right now in surgery sitting 
down making up a proposed plan. They’re to have that to us within 
another couple of weeks. So they’ve been very cooperative and of 
course we have some excess capacity in the surgical arena. So we 
haven’t seen that yet. 

As you move through these, we very well might and I’ll keep you 
informed if we do. 

Mr. Edwards. Very good. Thank you. 

Mr. Hutchinson. Mr. Bishop. Mr. Clement. 

Mr. Clement. Thank you, Mr. Chairman. It’s great to have the 
panel here today. I think some of the questions may have been al- 
ready answered to some degree, but I wanted an idea about how 
many active service members have you seen and I think from what 
your testimony has said is that you’d be overrun if you really ad- 
vertised it to any degree. But what has been your experience so far 
and I think some of you have already responded to that? 

Mr. Christian. At Asheville, we’re the only provider at this time, 
other than the joint venture at Albuquerque. In the CHAMPUS 
arena, about 47 percent of all of our beneficiaries that we have en- 
rolled in our CIU^PUS are retired military veterans. The rest of 
it is mainly they’re dependent, they’re spouses and in a few cases 
some of their children. You know, we have about 1,620 already en- 
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rolled in the program, but many of them are just getting their 
pharmacy prescriptions filled at the VA. There’s only about 780 
that are in our CHAMPUS clinic, but again, without evening ad- 
vertising, we’re seeing 66 new applicants for the program every 
month and why are they coming to us? They feel like they’re not 
having to pay us much for their pharmacy prescriptions under our 
model and that’s a big issue for retired folks and the other issue 
is their co-payments and deductibles are less than the private sec- 
tor because we have a discounted rate. 

Mr. Clement. That’s one thing I was going to ask is about the 
quality of service, so most people are coming to you for the phar- 
macy more than anything else? 

Mr. Christian. Mr. Clement, those that are coming into the clin- 
ic though are extremely well satisfied. We did a survey and on a 
scale of five points the average was about 4.6 on all questions. The 
beneficiaries are very pleased with their status, their access, their 
timely access to our primary care clinic. To get a new clinic ap- 
pointment, it takes about 6 weeks for them to get into this clinic. 

Mr. Clement, Well, you know we’ve had a number of our veter- 
ans complain about delays, but you don’t feel like with this shared 
agreement, joint agreement that that’s brought about more delay? 

Mr. Christian. Not for veterans because we basically set up this 
clinic separate and apart with DOD money, running really almost 
a self-contained program that doesn’t deal with delap. Now where 
I have a delay of a referral to a specialty clinic, say like orthopedics 
where we have a three month backlog, the CHAMPUS beneficiary 
is sent to the private sector for that type of referral because the 
last thing I want to do is have a CHAMPUS beneficiai-y, non- 
veteran going ahead of a veteran who feels like he should be there 
first. That’s our primary mission. 

Some clinics and particularly in a specialty clinic, these 
CHAMPUS beneficiaries are being asked to go to the private sec- 
tor. However, if I had the FTE restrictions lifted, I could hire an 
extra orthopedic surgeon and reduce my waiting time in ortho- 
pedics and at the same time improve care to our veterans and re- 
duce their waiting time. 

Mr. Clement. Well I know we’ve had this authority for a while, 
but it seems like most places are moving very, very slowly in these 
shared or joint agreements. Is the region budgetary? Is that the 
primary reason more places are not moving towards these agree- 
ments or is it they don’t have the knowledge of the agreements and 
how to put it together and they’re not asking some of you that have 
already done it? 

Mr. Harper. I’d like to comment about that. 

Mr. Clement. Yes. 

Mr. Harper. I think we’ve got to be careful in making sure you 
understand which we’re talking about. When we’re talking about 
sharing agreements, there are a number of sharing agreements 
that we have with DOD doing lab tests and emergency treatments 
and all those kinds of things. There’s an awful lot of those, but 
there’s very limited involvement in the CHAMPUS mid some of the 
joint venture things, more elaborate, I guess, kinds of agreements. 
But we have an awful lot of sharing agreements with DOD for a 
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lot of little things, but there’s a lot of sharing going on between VA 
and DOD. 

Mr. Clement. Okay. I know you’ve already mentioned one rec- 
ommendation for us to consider for the future. Any other rec- 
ommendations the rest of you might have? 

Mr. POTEET. There might be something to the notion and the effi- 
cacy of having some sort of a jointly staffed entity between DOD 
and VA where some of these problems as far as joint ventures can 
be resolved because to do the long range planning, for example, at 
Elmendorf in a parochial way that the VA and the Air Force has 
to do, it’s very difficult to do that when your methodology of deter- 
mining resources is at best a wet finger in the air and we don’t 
have any assurances that we’re going to have resources to do the 
kinds of things that we ought to be doing in order to take care of 
the DOD and the VA beneficiaries, so there might be some efficacy 
in having that kind of arrangement where the emphasis would be 
put on what is happening not to micromanagers in the field, hope- 
fully, but to assist us in bringing these issues to the attention of 
both departments. 

Mr. Clement. Mr. Harper, Mr. Harwell. 

Mr. Harwell. I’d like to just amplify a little bit and back up 
what Alan said in his formal testimony. The situation at Albuquer- 
que, you asked for numbers and they did not have a CHAMPUS 
arrangement, but they had what they called an alternative method 
of care which means that the MTF at Kirtland had the money and 
they could use the VA as he said as a preferred provider in lieu 
of CHAMPUS, but it worked the same way, except the MTF could 
control the money and we took care of about 11,000 active duty and 
dependents through that system, mainly in specialty clinics and in- 
patient stays for subspecialty care. It worked very well. It wasn’t 
classified as a CHAMPUS initiative in those days, but it worked 
the same way in that they gave the MTF money and they pur- 
chased that from the VA or the preferred provider rather than 
what they call releasing them to CHAMPUS. So I’d like to say that 
that’s a good idea, I think, in my opinion, me personally. I think 
that’s a good idea to look at. 

Mr. Clement. Thank you very much. 

Mr. Hutchinson. Thank you. Bob. We have a vote so I’m going 
to excuse this panel and thank you for your participation and we’ll 
stand in recess for about 15 minutes and reconvene for the fourth 
and final panel of the day. Thank you very much. 

(Off the record.) 

Mr. Smith of New Jersey (presiding). The subcommittee will 
come to order. Chairman Hutchinson was called away and will not 
return, but I’d like to ask the fourth panel if they could present 
their testimony and this panel consists of Larry Rhea, the Deputy 
Director of Legislative Affairs for the Non Commissioned Officers 
Association; John Vitikacs, Assistant Director of National Veterans 
Affairs and Rehabilitation Commission at the American Legion; 
Robert Carbonneau, National Director of the AMVETS; and. Bob 
Manhan, Assistant Director of the National Legislative Service of 
the Veterans of Foreign Wars. Who would like to go first, Mr. 
Rhea. 
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STATEMENTS OF LARRY D. RHEA, DEPUTY DIRECTOR OF LEG- 
ISLATIVE AFFAIRS, NON COMMISSIONED OFFICERS ASSO- 
CIATION; JOHN VITIKACS, ASSISTANT DIRECTOR, NATIONAL 
VETERANS AFFAIRS AND REHABILITATION COMMISSION, 
THE AMERICAN LEGION; ROBERT P. CARBONNEAU, NA- 
TIONAL LEGISLATIVE DIRECTOR, AMVETS; AND, BOB 
MANHAN, ASSISTANT DIRECTOR, NATIONAL LEGISLATIVE 
SERVICE, VETERANS OF FOREIGN WARS 

STATEMENT OF LARRY D. RHEA 

Mr. Rhea. Thank you, Mr. Chairman. The Non Commissioned 
Officers Association is very appreciative of the invitation to testify 
this morning and although Mr. Hutchinson is not here at the mo- 
ment, we certainly would like to commend him for the very hard 
work that he has done on Veteran Health Care issues during this 
session of Congress, whether it’s eligibility reform or some other 
difficult issue. 

Mr. Hutchinson, the chairman of the subcommittee, has not hesi- 
tated to take on some rather tough issues. And he has been more 
than forthcoming and generous in the time that he has devoted to 
veteran organizations and I’d be remiss if I didn’t start my oral 
comments by expressing my appreciation to the chairman of the 
subcommittee. So we thank him for that and we thank you for in- 
cluding our statement in the hearing record. 

As we indicated in our prepared statement, Mr. Chairman, the 
NCOA fully supports and we have and we will continue to fully 
support the sharing agreements and the joint venturing between 
DOD and DVA, but for our testimony today, we chose to address 
only one aspect of this huge issue and that’s in relation to the June 
29, 1995 memorandum of understanding relating to TRICARE and 
VA. Although the issue covered by that memorandum of under- 
standing relative to CHAMPUS beneficiaries and treatment at 
DVA facilities is also very large, we narrowed our testimony down. 
In my brief comments, I will narrow them down to one aspect and 
that is the veteran beneficiary who has eligibility under both the 
DOD and the DVA systems, yet for all intents and purposes, the 
door to health care in both of those systems are essentially closed 
for these individuals. I’m referring to the military retired veteran. 

We are quite frankly euid honestly disappointed with the DOD 
and DVA memorandum of understanding because of the cost shar- 
ing that is going to be imposed upon military retirees for care in 
a DVA facility. We find it very troubling that the agreement views 
DVA, which we consider a Federal facility, as a private sector en- 
tity. As a matter of general statement, the Non Commissioned Offi- 
cers Association is opposed to any arrangement that requires co- 
payments for military retirees for medical care in any Federal facil- 
ity. So it just kind of escapes logic that DVA was being viewed as 
a private sector, in our view. 

In the real world, Mr. Chairman, space and resources to treat 
military retirees in the DOD system has just about evaporated. The 
situation is only going to get worse. In recent years, 42 percent of 
the hospital beds in DOD has been reduced and by 1987 when the 
current base closures that are planned and the realignment that is 
planned under the base closure, one third of the medical facilities 
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of DOD will have been reduced in 2 more years over what we had 
in 1988. 

So on the total picture of DOD and DVA, I think it’s a matter 
of no small significance as to how military retirees are treated 
when they reach age 65. They lose virtually all of their health care 
options at that age. They’re denied health care in the military 
treatment facilities and since they will lose CHAMPUS eligibility 
at that age, the DVA option will no longer exist for them except 
for service-connected disabilities that they have. 

It’s that reality of health care for military retirees that the rea- 
son we find the terms of the June 29 MOU rather disturbing be- 
cause we think where was an opportunity to honor an obligation 
or more precisely a promise to those people that DOD and DVA 
consider it entirely appropriate to impose deductibles and co-pay- 
ments upon its category of longest serving veterans. Mr. Chairman, 
we could accept that arrangement if that same arrangement, in 
fact, existed for all other veterans who received VA care for non- 
service connected conditions, if they were subject to that same 
standard or some similar arrangement. We know that’s not the 
case and we know that it’s not the case in the majority of cases. 

So I guess our point this morning here is this. We think there’s 
room here for the subcommittee to serve a purpose. If a promise 
was made to any veteran for health care, we think that that prom- 
ise was made to the military retiree, along with the obligation that 
we have to those with service-connected injuries. We find it trou- 
bling that military retirees are being subjected to this arrange- 
ment. We think there’s room here for the committee to work. One 
of the problems in this and I think we’ve seen it demonstrated in 
the hearing this morning, we have a DOD system under title 10. 
We have a VA system under title 38. We have a Medicare system, 
which both DOD and DVA are seeking Medicare’s funding on, 
which is operated under another section of law and we’ve got over- 
sight committees in Congress, a multitude of them. And it seems 
like we can never get everybody on the same sheet of music. I 
think there’s a grand opportunity here for the subcommittee to 
bring some of these parties together so that we can discuss this 
issue and try to fulfill legitimate obligations that were made and 
to try to fill those in a reasonable fashion. We would ask you to 
do that, Mr. Chairman. Thank you. 

[The prepared statement of Mr. Rhea appears on p. 102.] 

Mr. Smith of New Jersey. Thank you, Mr. Rhea. 

I will convey your kind comments to Chairman Hutchinson, and 
we do appreciate that. 

Mr. Rhea. Thank you. 

STATEMENT OF JOHN VITIKACS 

Mr. VlTiKACS. Good morning, Mr. Chairman, members of the 
subcommittee. The American Legion appreciates the opportunity to 
comment on the Departments of Veterans Affairs and Defense 
Health Care Sharing Programs. The American Legion has followed 
the progress of VA/DOD medical resource sharing since 1982 when 
Congress enacted Public Law 97-174. This law authorized the VA 
and DOD to enter into medical sharing agreements with facilities 
of the other agency. Subsequently, more specific legislation encour- 



33 


aged VA/DOD to joint venture hospital construction and a pilot pro- 
gram to treat CHAMPUS eligible beneficiaries at the Asheville, NC 
VA Medical Center. More recently, in June of this year the Depart- 
ments of Veterans Affairs and Defense signed a memorandum of 
understanding that allows VA to become part of the provider net- 
work under DOD’s TRICARE program. 

The American Legion has supported the sharing of services and 
resources between VA and DOD since the enactment of Public Law 
971-74. The major caveat to this position is that the VA and the 
military medical facilities must maintain their separate identities 
for the purpose of carrying out their distinct missions. In the view 
of the American Legion, this has been accomplished. 

Today, VA and DOD have negotiated 670 sharing agreements 
representing 4,170 shared services. The American Legion supports 
the recent memorandum of understanding that allows VA to be- 
come part of a provider network under TRICARE. With this new 
agreement, VA medical centers can participate in TRICARE under 
the same cost access and quality of care criteria required of 
TRI care’s private sector providers. This new effort will be phased 
in over the next several years. 

A June 1995 American Le^on field service visit to VA Medical 
Center Asheville, NC included the first year’s experience of the VA/ 
DOD CHAMPUS pilot program was beneficial to both VA and 
DOp. There were no apparent delays, curtailment of services to VA 
patients, nor the denial of treatment to eligible veterans. 

The Asheville VA Medical Center learned valuable lessons in 
CHAMPUS billing procedures during the first year’s experience 
which will be invaluable to other similar programs. Recently, VA 
Medical Centers in Syracuse, NY and Indianapolis, IN have been 
approved for sharing agreements under CHAMPUS. 

Mr. Chairman, both the VA and DOD health care systems are 
undergoing tremendous change. VA has begun to reorganize under 
its Veterans integrated service networks and DOD is in the initial 
stages of its TRICARE program. 

Both of these systems are designed to facilitate better service to 
patients and to maximize resources. As VA becomes more proficient 
as a CHAMPUS or TRICARE provider, they will be able to use re- 
imbursement from these programs to improve services to veterans. 

Due to select base closures auid the realignment of health care 
treatment facilities, this phenomenon will have a significant impact 
on DOD in providing required levels of care to retired beneficiaries 
and their dependents. V^ere feasible, it makes sense to authorize 
VA to contract with DOD as a TRICARE provider for eligible bene- 
ficiaries. 

The most problematic of all VA DOD sharing agreements today 
is the joint venture pro^am. Currently, seven Vi^OD joint ven- 
ture projects are in various stages of development and operation. 
The first joint venture program was between the Albuquerque VA 
Medical Center and the Krtland Air Force Base Hospital. This 
joint venture has produced favorable results for both VA and DOD. 
Patient care has been expanded and enhanced and many economies 
of scale exist which saves money for both parties. 

VA provides a majority of the medical support services required 
by the Air Force. In turn, the Air Force provides emergency medi- 
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cal services for VA. VA generates approximately $3 million in an- 
nual revenue from this joint venture which is reinvested in services 
to veterans. 

A VA/DOD joint venture hospital project at Nellis Air Force 
Base, Las Vegas, Nevada opened its doors to patients in August 
1994. To date, the facility has not met the expectations of its vet- 
eran clientele. In the opinion of the American Legion, both the VA 
and DOD have not committed sufficient resources to adequately ac- 
complish the facility's mission. The facility is underutilized and vet- 
erans continue to be referred to VA hospitals in Southern Califor- 
nia for routine and subspecialty care. That is not the way the hos- 
pital was intended to function. All possible efforts must be made 
to insure that sick veterans do not have to travel over 300 miles 
for medical services that are well within the capability of the Nellis 
facility. 

Other VA/DOD joint venture projects in various stages of devel- 
opment or operation are in Anchorage, AK; the Fitzsimons Army 
Medical Center in Denver, Colorado and the David Grant Medical 
Center at Travis Air Force Base California. All of these sites are 
addressed in our prepared statement. 

Mr. Chairman, a major opportunity to improve medical services 
for both VA and DOD beneficiaries will be missed by not providing 
construction funding for the proposed VA/DOD joint venture hos- 
pital at Travis Air Force base. Veterans are not being well served 
in the former Martinez VA Medical Center, Chatsman area for in- 
patient subspecialty care. The current 53-bed VA presence at the 
David Grant Medical Center represents only a partial solution to 
the on-going problems created by the closure of the Martinez 
VAMC. The American Legion sincerely hopes that Congress will 
find it within its means to provide funding for the VA/DOD joint 
venture hospital at the David Grant Medical Center. 

Mr. Chairman, in closing, the American Legion believes the joint 
venture projects authorized by Public Law 99—576 require addi- 
tional congressional attention to assure that appropriate staff re- 
sources, health information systems and management policies are 
fully coordinated and made consistent at the respective head- 
quarters’ levels. Too often VA must interact with three DOD bu- 
reaucracies instead of one centralized office. Public Law 99-576 
does not define how to implement and operate joint ventures. The 
law authorized joint ventures in terms of construction funding, but 
not how the joint ventures should be administered, controlled nor 
managed. The establishment of a national joint VA/DOD working 
group is essential and must be empowered to identify and resolve 
policy problems incurred at current or planned joint venture sites. 
Specific legislation may be necessary to insure the coordination of 
VA/DOD policies in this area. 

That concludes my statement. 

[The prepared statement of Mr. Vitikacs appears on p. 108.] 

Mr. Smith of New Jersey. Thank you very much. Mr. 
Carbonneau. 

STATEMENT OF ROBERT P. CARBONNEAU 

Mr. Carbonneau. Mr. Chairman, AMVETS would like to thank 
you and the members of the subcommittee for holding this hearing. 
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We at AMVETS have a vested interest in the potential for im- 
proved access to health care for military retirees and their families. 
The delegates attending AMVETS 51st National Convention in Au- 
gust of this year adopted a resolution fully supporting the continu- 
ation and expansion of VA/DOD health care sharing agreements. I 
have included a copy of this resolution at the end of my statement. 

Sharing agreements between VA and DOD are opportunities to 
provide better services. Depending on the particular location and 
resources, VA can provide services which are unavailable at mili- 
tary treatment facilities and the reverse is also true. Sharing re- 
sources eliminates duplication of services and provides a cost sav- 
ings for VA, DOD and ultimately the taxpayer. The VA’s integrated 
service network health care organization presents increased oppor- 
tunities for VA and DOD to work together. 

AMVETS is optimistic that cooperation between VISN directors 
and military medical facility directors will improve patient services 
at a reasonable cost. Furthermore, sharing will make possible a co- 
ordinated continuum of health care during an era of budget 
balancing. 

We are encouraged by the results of the CHAMPUS pilot project 
conducted at the Asheville VA Medical Center. I’m pleased to in- 
form you that AMVETS received no negative feedback from our 
membership on that project. AMVETS has had a long-standing con- 
cern for our aging veterans’ population as well as an appreciation 
of the importance to address the special needs of women veterans. 
Of the 1,630 CHAMPUS beneficiaries who have registered, 32 per- 
cent are 60 years of age or older and 58 percent are women. With 
regard to the patient over 60 years old, AMVETS is disturbed by 
the mandatory transition that must be made when CHAMPUS 
benefits run out at age 65. This aspect of a continuum of care for 
non-service connected vetereuis is neither clear nor certain. We 
have no doubt that the VA philosophy would be to continue care 
to establish patients after their CEb\MPUS eligibility runs out. We 
are concerned, however, that because of the way Medicare laws are 
written, the VA Secretary’s hands are tied. With this situation in 
mind, AMVETS would ask this subcommittee to look closely at the 
feasibility of allowing VA to pursue with the Health Care Financ- 
ing Administration some means of Medicare reimbursement. This 
would be in keeping with the provision of a full continuum of care 
to our aging veterans. 

AMVETS does not have a clear understanding of how VA’s in- 
volvement in TRICAEE will affect military retirees and their fami- 
lies enrolled in HMOs or PPO managed care CHAMPUS provider 
plans. Will they be automatically rolled into the TRICAEE sce- 
nario? Retired veterans in this situation will need to have facts so 
they can choose intelligently among the options available to them. 

\^ile AMVETS is confident that VAff)OD resource sharing is 
beneficial to all concerned, we feel strongly that three factors must 
be considered in the long term. Eligibility reform must take place 
to enable VA to take on the added responsibility of treating 
CHAMPUS eligible patients. VA and DOD need to take a closer 
look at community based resources as a method to reaching out to 
broader veterans population. DOD also needs to be reminded that 
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it cannot wash its hands of its responsibility to provide quality 
health care to its heneficiaries. 

Mr. Chairman, that concludes my statement. 

[The prepared statement of Mr. Carbonneau, with attachment, 
appears on p. 119.] 

Mr. Smith of New Jersey. Thank you very much. 

STATEMENT OF BOB MANHAN 

Mr. Manhan. Thank you very much, Mr. Chairman. Will you 
please pass on VFW’s warmest regards to Chairman Hutchinson 
who handled this hearing for the first two and a half hours. Being 
the last one up at bat it is going to be very difficult to say anything 
new or exciting. However, we recognize that this health care prob- 
lem really cuts across three different Federal departments; the De- 
partment of Veterans Affairs, the Department of Defense and the 
Department of Health and Human Services. 

Chairman Hutchinson asked for some ideas from the previous 
panelists for legislation to improve on this issue of health care. 
From the VFW’s point of view we ask this committee to consider 
a bold piece of new legislation that simply says all veterans are en- 
titled to a full continuum of health care from the Department of 
Veterans Affairs. At $16 billion a year, that is about what VA 
health care is being funded for in 1996. There aren’t very many of 
the 27 million living veterans who are able to benefit from the 
present VA health system because they lack access. 

Now from a Department of Defense viewpoint, they impact di- 
rectly on only one category of veteran. He is called — he or she — a 
military retiree. The Department of Defense is the only corporate 
entity in the Federal Government that cuts eliminates their em- 
ployee’s health care at age 65. You get nothing from the Depart- 
ment of Defense after age 65. Upon retiring, military retirees are 
entitled to CHAMPUS which has deductibles and co-payments. Re- 
tirees may, if you’re lucky, be treated in a military treatment facili- 
ties on a space available basis. However, with the draw down of 
military installations, to include hospitals, clinics and medical staff 
the military retiree is seldom able to receive help in a military fa- 
cility. DOD has recognized these problems and come up with a sys- 
tem called TRICARE. TRICARE comes in three different flavors. 
The one that was discussed before you took over the gavel was 
TRICARE Prime. A lot of people are enrolling in it, for example, 
in Southern California. But DOD is only executing or implementing 
TRICARE Prime in Region 11 which includes the two States of Or- 
egon and Washington. TRICARE Prime by Dr. Joseph’s own prior 
statements is very expensive. It does superimpose another layer of 
health care administrators into the system. It must implement the 
VA/DOD agreements on cost sharing and facility sharing. The Vet- 
erans of Foreign Wars is very much interested in having veterans, 
particularly the military retiree, be eligible for another federal fam- 
ily of health care programs. The long title is Federal Employment 
Health Benefit Program. I think the acronym is “FEHBP.” All 
Members of Congress participate in FEHBP as do their staff. All 
civil servants participate in this program even after they retire and 
beyond age 65. The Federal Government pays between 72 and 75 
percent of the annual fee. FEHBP has some unique features that 
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would really help the military retiree in that it has no age limita- 
tion. Military retirees, as I said earlier, at age 65, are dropped from 
DOD and picked up by HHS. They must go to Medicare. However, 
FEHBP has the widest possible choice of plans. I think each Janu- 
ary, Federal employees have the option of selecting one of 13 or 14 
FEHBP that are available. FEHBP are available anywhere in the 
United States and overseas. There is no pre-existing illness or dis- 
ability exclusions which is very nice when one reaches the age 65. 
All military retirees at that age, come off CHAMPUS and enter 
Medicare which does not provide for an annual open enrollment 
season. But best of all no supplemental health insurance is needed 
for a FEHBP. As you recall a CHAMPUS supplemental is needed. 

Thank you very much, Mr. Chairman. I’m prepared to answer 
any questions. 

[The prepared statement of Mr. Manhan appears on p. 126.] 

Mr. Smith of New Jersey. Thank you very much for your state- 
ment. You know, it’s interesting that we are talking about this 
DOD-VA sharing agreement. It was one of the first bills passed by 
the committee with Mr. Montgomery’s leadership during my first 
term and in trying to implement, at least the spirit of it, I worked 
very closely with Walson Hospital at Fort Dix and the VA, Depart- 
ment of the Army and we actually, and I’ll never forget it, I took 
a tour of Walson in my first term and I wanted to see what the 
hospital was providing and it was floor after floor of empty space 
and I said this is where we need to put an outpatient clinic for the 
veterans. I worked on it, we got all of the X’s in the box and at 
the last minute the CO pulled the plug on it. We then moved to 
get a VA outpatient clinic for Brick which is now up and running, 
but coming full cycle we are again now working to try to get an 
outpatient clinic at Walson because there is excess capacity there 
and it’s all because of this legislation. It’s fulfilling its hope. There 
are still problems with it and I appreciate the testimony of you 
gentlemen, and I, like others, will have to look at the record to see 
what went on previous to your testimony. But to fulfill the hope of 
trying to maximize scarce assets, particularly now where we see 
cuts everywhere, including the Department of Defense bill. 

I do have a couple of brief questions and then I’ll yield to Mr. 
Bishop to see if he has any questions. 

Mr. Rhea, I understand your position on co-payments to the VA 
under the memorandum of understanding. Could you estimate for 
the subcommittee how many retirees are affected and do you have 
a cost estimate on what this would mean to a VA facility in terms 
of lost revenue? 

Mr. Rhea. I cannot give you a precise estimate, Mr. Chairman. 
I have asked those questions of both DOD and DVA. Of course, we 
can give you the number of retirees and their beneficiaries that 
have CHAMPUS eligibility. That would be fairly easy to obtain. 

The response I got from VA was though that they didn’t track 
that, but now that we have the June 29 MOU that they would 
make a more aggressive effort to track that. The response to me 
when I inquired of them though was that they didn’t really care, 
whether the veteran had 30 seconds or 30 years, they just estab- 
lished the veteran eligibility and go from there. 
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Relative to the cost, though and I think one thing that might 
bear consideration in this, VA has made a lot of repeated asser- 
tions that they provide comparable quality health care at less cost 
than the private sector and I think those gentlemen from the re- 
gional offices that testified earlier as to their experiences of seeing 
CHAMPUS beneficiaries, you know, come to their facilities and en- 
roll, that’s probably one reason. The/re still sharing in the cost in 
that, but because the care is provided at less cost, there’s naturally 
a co-payment and that sort of thing, even though the overall de- 
ductible which still has to be met. 

Let me be clear on the point I’m trying to make here this morn- 
ing, Mr. Chairman. The CHAMPUS world is a big world and in- 
cludes active duty people, retirees and their beneficiaries. The only 
point that I’m asking the committee to address this morning is for 
that individual who has eligibility under both systems, that mili- 
tary retired veteran and it seems like where this opportunity ex- 
isted to do something for those people, DOD and VA missed it com- 
pletely in our view. 

Mr. Smith of New Jersey. Thank you very much. You were very 
clear in your testimony and I thank you for that additional amplifi- 
cation. 

Mr. Rhea. Thank you. 

Mr. Smith of New Jersey. Mr. Vitikacs, can you describe how you 
would envision the VA/DOD working in the group that you men- 
tioned in your testimony, would you suggest it be housed in the VA 
or in the DOD? 

Mr. Vitikacs. This comment was a recommendation in the Joint 
Task Force Report to the Nellis Air Force Base facility this sum- 
mer. It was commented in the report that there currently is a lack 
of coordination of personnel policies, information systems between 
the two facilities, between the two entities. Management policies 
are inconsistent so I’m echoing this recommendation where a high 
level, an appointed task force, task group made up of VA and DOD 
and perhaps service organization representation should be dele- 
gated to look at problems that are current, anticipated, come up 
with some practical solutions to these issues and be empowered. 
Without that empowerment, if these recommendations on various 
problems are only passed to respective headquarters or to field 
units, there’s a chance they’ll fall on deaf ears, so what I’m suggest- 
ing is to establish a joint task force with service organization rep- 
resentation, identify problems, work through solutions to these 
problems and have these recommendations binding on the respec- 
tive entities. 

Mr. Smith of New Jersey. Now is the VFW at the local level 
working actively to encourage these hearing agreements? Are there 
certain suggestions that come forward at the state and local level 
that you try to get the VA and the DOD to act on? 

Mr. Manhan. I’m not so sure I understand your question, Mr. 
Chairman. 

Mr. Smith of New Jersey. Has the VFW at any point identified 
there is something that ought to be done. 'There’s a capacity here 
that if it was shared, there’s a synergy here that could be realized, 
not unlike my own personal experience with the outpatient clinic. 
When I was going around, I think Secretary John Marsh at the 
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time, he thought it was an outstanding idea, that Walson be uti- 
lized, and it would have been one of the first to utilize this new 
legislation, then it was new. Was the VFW and your service officers 
and others identify prospects and bring them forward? 

Mr. Manhan. Yes. The answer is yes. We have a team of five 
VFW persons that work right out of here, Washington, DC. They’re 
called field representatives. We’ve broken up the United States geo- 
graphically and the field representatives go to their respective 
physical areas, look at VA facilities to include the hospitals, the Re- 
gional Office, a cemetery, and outpatient clinics. They write up 
their report. They give a copy to the VA hospital director, the Re- 
gional Office VA director, the Member of Congress whose constitu- 
ency the physical plants are located in and they provide a copy to 
the Secretary of Veterans Affairs. We do that. 

Mr. Smith of New Jersey. That’s true, but it seems to me that 
if everyone, especially at a time when we have less to go on, less 
money in the pot, in this parallel type situation that just occurred 
in my own district, we were able to fight and succeed in saving 
Lakehurst which was on the list for closure, I mean radical realign- 
ment, not full closure and what I found very troubling was that 
Fort Dix, Maguire and Lakehurst have done very little in terms of 
joint sharing and they have assets that could very easily maximize 
over here and over there and there’s very little of that being done. 
Now, there is a commitment by each of the commanding officers to 
meet regularly to try to see what they can borrow, beg or steal 
from each other in order to make their own operations better. It 
just seems it’s a mindset more than anything else. How can we 
plug in what you have and what we’re doing? That’s why I ask how 
the VFW and other veterans organizations, when you see some- 
thing that could be used, whether or not you’re coming forward 
with recommendations for sharing. 

Mr. Rhea. We certainly through our national service officers do 
make those recommendations back to the VA. Our director for Vet- 
erans Services on the national level, he is continually in contact 
with VA and I know he takes those things back. So, yes, we do. 

Mr. VlTlKACS. And if I may, the American Legion, similar to the 
VFW, we have an active field service that makes visitations around 
the country to VA facilities, not DOD facilities for the most part, 
but in our site survey reports, we identify concerns, make various 
suggestions, recommendations to the facility and to the respective 
central office and we follow up on that. I would say at this point 
that our organization is quite satisfied with most of the VA/DOD 
sharing arrangements and programs that are in place. The major 
problem area right now is the joint venture program and that’s in 
our view what needs the most attention at this time. 

Mr. Smith of New Jersey. Thank you. Mr. Bishop. 

Mr. Bishop. Thank you very much. Let me thank all of you for 
your excellent testimony and for the job that your respective orga- 
nizations do in bringing these matters to our attention, but I want 
to especially thank you for highlighting the plight of military retir- 
ees. It pains me a great deal for military retirees who certainly, if 
any veterans have done their due and have fulfilled their contract 
of service for them in the sunset of their lives, after age 65, to have 
their benefits evaporate as you so eloquently state and I would cer- 
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tainly ask you to keep us on track in tr 3 dng to correct that wrong 
because in my view it is a very definite wrong and it’s almost im- 
moral and unconscionable for us to allow that to happen. 

They should have their continued benefits and it should be con- 
tinued at no cost to them and to transfer them to another system 
when they become Medicare eligible, it seems to me, where they’ve 
got to pick up deductibles and co-payments and worry about as- 
suming costs is totally inconsistent with the commitment, although 
not legal, as I understand it, there certainly is a moral commitment 
that was made at the time they entered into that career status. I 
just want to thank you for bringing that to our attention and I 
want to ask you to continually remind us of that on a constant 
basis and remind your membership to remind their Members of 
Congress of this particular problem because I think the heat needs 
to be turned up and it needs to be addressed. 

Mr. Smith of New Jersey. Thank you, Mr. Bishop. I want to 
thank the representatives of the VSO for your fine testimony and 
your continued input which makes the job of the subcommittee and 
the full committee very worthwhile and without it, we could not do 
our jobs, so I thank you so much. 

This hearing is adjourned. 

[Whereupon, at 12:16 p.m., subcommittee was adjourned.] 
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Opening Statement 
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Honorable Chet Edwards 
Ranking Member 

Subcommittee on Hospitals and Health Care 

Hearing on VA/DoD Health Care Sharing 

October 18, 1995 
Room 334, CHOB 

Mr. Chairman, I commend you for scheduling this hearing. 
At a time that budget considerations compel us to focus 
increasingly on opportunities to achieve economies in Federal 
programs, it's particularly important, in my view, that we look 
carefully at the promise, the practice, and the as-yet unrealized 
areas of potential in VA-DoD health-resource sharing. 


With the enactment of major laws dating back to 1 982 
(Public Law 97-174) and as recently as 1992 (Public Law 102- 
585), Congress has signaled the importance it attaches to 
cooperation between two major Federal health-care systems. 
The extent of that cooperation has grown substantially in the 
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years since the first legislation encouraging such efforts. Those 
who feared that either Department would lose its separate 
identity and be merged into the other have been proven wrong. 
But we should not think that the number of agreements between 
VA and DoD hospitals means that we have come close to 
realizing all that was expected, or even all that is possible. 

There remain barriers and disincentives that block those who 
want to go further. In fact, sharing of health-care resources - in 
terms of service-delivery, procurements, and construction — 
remains the exception rather than the rule. 

This morning's hearing gives us an opportunity to determine 
both how far we've come and how much further we can and 
should still go. I look forward to our witnesses’ testimony, and 
particularly want to welcome Mike Harwell, the new director of 
the Central Texas Medical Centers. Mike is doing a great job of 
integrating three fine VA medical centers into a single three- 
campus unit. He is also one of the architects of a successful 
joint-venture with the Air Force at the Albuquerque VA Medical 


Center. 
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STATEMENT OF THE HONORABLE JON D. FOX 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
OCTOBER 18, 1995 

THANK YOU, MR. CHAIRMAN, FOR YOUR LEADERSHIP IN 
HOLDING THESE HEARINGS. AS WE EXAMINE WAYS TO BETTER 
SERVE OUR VETERANS, I AM EAGER TO LEARN MORE ABOUT EFFORTS 
TO IMPLEMENT VETERANS AFFAIRS/DEFENSE DEPARTMENT SHARING. 

WHILE BOTH THE DEPARTMENT OF VETERANS AFFAIRS AND THE 
DEFENSE DEPARTMENT ARE UNDER BUDGET PRESSURES, IT IS 
IMPORTANT TO LOOK AT OUR CURRENT SHARING INITIATIVES AND 
SEE WHAT IS WORKING AND WHAT NEEDS IMPROVEMENT. I AM 
GRATEFUL FOR THE GUIDANCE OF THE MEDICAL PROFESSIONALS, 
VETERANS SERVICE ORGANIZATION LEADERS AND OTHER EXPERTS 
WHO WILL TESTIFY TODAY. 


THANK YOU. 



Stalcnienl ol Rep. Michael P. Flanagan of Illinois 
October 18, I99‘> 




Ml . Chainnan 1 look forward lo this Hearing lotlay. The idea of VA and DoD sharing 
resouices is niosl iiiipin(<inl lo help to streamline health care costs while at the same lime 
ensuring dial Veterans are given the very best health care. 

The issues that \vill be raised at this Hearing such as. whether there arc sufficient 
inccnfi\ e^ in place to encourage inaNiimim sharing, and whether at a lime of siibstanlial budget 
pressures hcuh dei)aninems are deriving maximum benefits from sharing aulhoriites are uonhy 
tif re\ iew. 


I look forward t(' hearing what tnir panelists have to say on ihese anil other issues. 
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Mr. Chairman and Members of Che Subcommittee: 

We are pleased to be here today to discuss the status and 
future direction of Department of Veterans Affairs' (VA) health 
care resources sharing with Che Department of Defense (DOD) and 
the private sector. 

Health resources sharing, which involves the buying, 
selling, or bartering of health care services, can be beneficial 
to both parties in the agreement and helps contain health care 
costs by making better use of medical resources. For example, it 
is often cheaper for a hospital to buy an infrequently used 
diagnostic test from another hospital than it is to purchase the 
needed equipment and provide the service directly. Similarly, a 
hospital t.hat is using an expensive piece of equipment only 4 
hours a day but is staffed to operate the equipment for 8 hours 
could generate additional revenues by selling its excess capacity 
to other providers. 

In the past 15 to 20 years, we have conducted a series of 
reviews that have identified barriers to greater sharing,’ 
problems in administering sharing agreements, and the benefits 
and risks involved in expanding VA's authority to share resources 
with the private sector. My comments this morning are based on 
the results of those reviews, interviews with VA and DOD 
officials, and review of reports on sharing prepared by the two 
agencies . 


Specifically, we will discuss 
-- the origin and evolution of VA's sharing authority, 

-- the growth in sharing agreements, and 

-- challenges facing VA as it enters into more and more sharing 
agreements with the private sector. 

RESULTS IN BRIEF 

Since 1966, the Congress has broadened the types of 
services, beneficiaries, and providers Chat can be covered under 
VA sharing agreements, eased burdensome reimbursement provisions 
chat discouraged VA facilities from developing sharing 
agreements, and allowed providing facilities to retain funds from 
shared services as an incentive to use excess capacities. 

As a result, the number of VA facilities with sharing 
agreements with DOD facilities increased from 12 in 1983 to 147 
in 1995. Every VA facility within 50 miles of a DOD health care 
facility now has one or more sharing agreements. VA has about 


'h list of related GAO testimonies and reports is in appendix I. 
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seven times as many agreements to provide services as it does to 
acquire services from DOD. By contrast, VA buys about three 
times as many specialized medical services from private-sector 
facilities as it sells. 

The monetary benefits of VA.^DOD sharing agreements are often 
difficult to quantify. VA and DOD reports on sharing do not 
contain data on the extent to which sharing agreements are 
actually used, and agency officials say few services are actually 
exchanged under some agreements. The recent agreement under 
which 'Jh's Asheville, North Carolina, medical center provides 
services to CHAMPUS beneficiaries at a 5-percent discount below 
what DOD would otherwise pay private-sector providers, however, 
illustrates the potential benefits of sharing. 

The recent expansion of VA sharing to include service to 
CHAMPUS beneficiaries, the participation of VA facilities as 
providers under DOD's TRICARE program, and the proposed expansion 
of VA private-sector sharing create challenges for VA. For 
example, VA facilities will have to comply with billing, 
utilization review, and quality assurance requirements imposed by 
CHAMPUS, TRICARE contractors, and private-sector health plans if 
it wants to serve their beneficiaries.^ Similarly, VA facilities 
will face difficult choices on when to provide health care 
services directly and when to contract for such services. 

Although VA currently lacks much of the financial and utilization 
data needed to facilitate such critical decisions, it is 
implementing a Decision Support System (DSS) that should better 
enable VA to generate itemized health care bills and monitor the 
quality and quantity of care provided in its facilities. 

BACKGROUND 

VA provides health care services to eligible veterans 
through 173 hospitals and about 200 freestanding clinics. In 
fiscal year 1994, VA provided health care services to about 2,5 
million veterans at a cost of about $15.4 billion. VA provided 
about 1 million inpatient stays and approximately 24.4 million 
outpatient visits. While outpatient workload is generally 
increasing, acute care hospital workload is decreasing, dropping 
by over 50 percent during the past 25 years. As a result, many 
VA hospitals have excess capacity. 

DOD operates 124 hospitals and over 500 clinics, providing 
care to active-duty personnel and, on a space-available basis. 


•Utilization reviews assess the need for and appropriateness of 
health care services. Quality assurance refers to programs 
designed to ensure that patients receive high-quality health 
care . 


2 
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other 'ili jible beneficiaries.’ The number of DOD health care 
facili*:i-ib i.s decreasing as part of the downsizing and 
infrastructure reductions occurring in DOD. Like VA facilities, 
•"ary hosp-tais have significant amounts of excess physical 

■’ciT-ciCl '.A . 

;.r adilt; .n to the direct care system, DOD administers an 
tnsurdr.ce-i’.ka program called the Civilian Health and Medical 
Program of the Uniformed Services (CHAMPUS) . CHAMPUS helps pay 
for niodi jal care for nonactive-duty beneficiaries under age 65 by 
civijman hospita's, physicians, and other civilian providers.* 

D-D'S iredioa! programs provide health care benefits to 1.7 
millitr actiye-auty military personnel and another 6.6 million 
nona't.to iuty beneficiaries. The total fiscal year 1995 cost of 
the D'.lL .’.ealth care delivery system is over $15 billion--$ll . 6 
biliic.i for direct care services and another $3.6 billion for 
CHAMPUS. 


DC., is. restructuring the military health care system into a 
manags'l health care program known as TRICARE. Under TRICARE, a 
manageo care support contractor establishes an integrated network 
of milicai'Y and civilian health care providers and offers CHAMPUS 
beneticia''ies a triple-option health care benefit. 

bea'Of iciaries remain eligible for the standard CHAMPUS 
benefit, referred to as TRICARE Standard. Under TRICARE 
Standard, beneficiaries pay deductibles and from 20 percent to 25 
percent of the cost of their care, depending on their 
eligibility. A second level of benefit is TRICARE Extra. 

TRICAR. ■. Extra beneficiaries pay a reduced copayment when they 
choose a medical provider participating in the contractor's 
TRICARE network. The third option available is TRICARE Prime. 

■As in a civilian health maintenance organization, beneficiaries 
may choo.se to eiiroll in TRICARE Prime, which provides 
c.ompr'=hensive rriedical care through the contractor's integrated 
netwc':. !■; of miiitai-y and contracted civilian providers. TRICARE 


’People eligible for military health care are active-duty members 
of the uniformed services, family members of active-duty military 
personnel, retired military personnel and their family members, 
and family members of deceased military personnel or retirees. 

The uniform, ed services are Che Army, Navy, Air Force, Marine 
Corps, Coast guard, and the Commissioned Corps of the Public 
Health Seryi':e and the National Oceanic and Atmospheric 
Adm i n i . 0 1 r a t i on . 

■'At agp 65, beneficiaries lose their CHAMPUS eligibility and 
become eligible tor Medicare. 
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Prime beneficiaries pay low enrollment fees and copayment tut 
must go through an assigned military or civilian primary care 
provider for all of their care. 

Implementation of the program began in March 1995, and IX)I' 
expects to have TRICARE in place across the country by Mai' ^99^. 

ORIGIN AND EVOLUTION OF 
HEALTH RE.EnilRCES SHARING 

To allow federal agencies ' resources to be used to maxiim..c 
capacity and avoid unnecessary duplication and overlap of 
activities, federal agencies have been authorized for over C'. 
years to obtain goods or services through another feaer'fi 
agency.^ The law permits two federal hospitals to enter i o tci 
interagency agreement for goods and services as long as the 
hospital providing the services is reimbursed the actua- ..-ost. 
the services are available, it is in the best interesr of tae 
government to do so, and the services cannot be provided as 
conveniently or cheaply by nongovernment agencies. 

VA's sharing authority was expanded to include sha; : :io -with 
nonfederal hospitals, clinics, and medical schools in 3 9Fi'.' 

This authority, however, had several important limitatiors , 

First, it was limited to sharing of “specialized medical 
resources,” medical techniques, and education. Such resca-'C'’ s 
included equipment, space, or personnel, which, because of o".":, 
limited availability, or unusual nature, are either uniqu'i ■ “ -he 
medical community or can be fully used only through mutual . 
Second, VA was to be reimbursed the full cost of services 
provided under specialized medical resources sharing agrtenisnc . 
Finally, sharing agreements negotiated under this autho.fj.ty v.ere 
not to diminish the services to eligible veterans. 

Although these laws permitted federal interagency sharing 
they did not clearly require such sharing. In 1978,’ we taported 
that the following significant barriers precluded or c’is'ov:;' jcd 
federal agencies from sharing: 

-- In the absence of a specific legislative mandate for 

interagency sharing, VA had little headquarters guidanoe cn 
how to share. 


^31 U.S.C. 1535, 1536. 

‘Public Law 89-785, 38 U.S.C. 8151-57. 

’ Legislation Needed to Encourage Better Use of Federal Medica l 
Resources and Remove Obstacles to Interagency Sharing (GAO/HRD- 
78-54, June 14, 1978) . 
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-- Agency regulations, policies, and procedures based on each 

agencies' existing legislative authority inhibited interagency 
sharing . 

-- Inconsistent and unequal methods for agencies to be reimbursed 
for services rendered to other agencies' beneficiaries gave 
hospital officials little incentive to share. 

The first major step in addressing these barriers occurred 
in 1982 through enactment of the Veterans Administration and 
Department of Defense Health Resources Sharing and Emergency 
Operations Act.® To encourage development of sharing agreements 
at the local level, the act stipulated that a sharing agreement 
negotiated by DOD and VA hospital officials would go into effect 
automatically unless disapproved by headquarters officials within 
46 days. The act also (1) modified the prior requirement that 
the providing agency recover its costs of providing shared 
services and gave the VA authority to take into account local 
conditions and needs and (2) required that local facilities' 
allotments be credited for services provided under sharing 
agreements to provide an incentive for facilities with excess 
capacity to share medical resources. 

To promote VA/DOD sharing, the act established the VA/DOD 
Health Care Resources Sharing Committee, composed of the 
Assistant Secretary of Defense for Health Affairs, VA's Under 
Secretary for Health, and other agency officials designated by 
them. The following year, VA and DOD completed a memorandum of 
understanding beginning the VA/DOD sharing program. 

Six years after the enactment of the VA/DOD sharing act, we 
found that while significant progress had been made in 
encouraging interagency sharing, the following barriers 
remained ; ’ 

-- Local VA and DOD officials did not understand that 

reimbursement rates could be sec at less than total costs to 
encourage sharing. 

-- DOD's budgetary procedures for allocating resources to its 
medical facilities did not guarantee that an individual 
facility's allocation would be increased by the amount of VA 
reimbursements, discouraging some military hospitals from 
entering into sharing agreements with VA. 


®Public Law 97-174, 38 U.S.C. 8111. 

’ VA/DOD Health Care: Further Opportunit ies to Increase the 

.Sharing of Medical Resources (GAO/HRD-88-51 , Mar. 1, 1988). 
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-- The sharing law did not allow VA to treat the dependents ot 
active-duty and retired members of the uniformed services. 

-- Military hospitals were reluctant to refer DOD beneficiaries 
to VA hospitals because they could not use CHAMPUS funds to 
pay for the care. In other words, the cost of referring a 
patient to a VA hospital would come out of the military 
hospital's funds, but the costs of referring a patient to .a 
civilian provider would come out of CHAMPUS funds. 

In 1989, the Congress enacted legislation specifically 
authorizing the use of CHAMPUS funds to reimburse the VA for ...y.: e 
for CHAMPUS beneficiaries from VA medical centers under sharing 
agreements . Three years later, in 1992, the Congress enacted a 
temporary expansion of authority for sharing agreements thai 
permits the treatment of all categories of DOD beneficiari.es at 
VA hospitals . 

Despite these congressional actions, differences bstwatii VA 
and DOD over provisions of a memorandum of understanding 
continued to prevent CHAMPUS beneficiaries from receiving 
services in VA hospitals through CHAMPUS. These differences 
centered mainly on whether VA's hospitals would be treated as 
military hospitals or as CHAMPUS civilian providers. VA wanted 
its hospitals to be treated as milita^ hospitals, which involve 
no copayments or deductibles. In addition, it wanted to ii , bill 
DOD directly rather than submit bills through CHAMPUS fiscal 
intermediaries, (2) bill CHAMPUS on a per diem basis rather fj 
use CHAMPUS' diagnosis-related group (DRG) system, and (8) use 
Its own utilization management and quality review systems. DOD, 
on the other hand, wanted VA facilities to follow CHAMPUS 
procedures for seeking reimbursement by filing claims with 
CHAMPUS fiscal intermediaries and collecting copayments and 
deductibles from beneficiaries . 

In October 1993, the former Chairman of the House Com;: 
on Veterans' Affairs intervened to resolve the disagreement. 

After this, both parties signed a sharing agreement in Do-cml'er 
1993 to treat CHAMPUS-eligible beneficiaries in the Asheville, 
North Carolina, VA medical center. Under the agreement, 

Asheville VA medical center is treated as a CHAMPUS provider 
instead of a direct care provider, it collects CHAMPUS copa', •-cnts 
and deductibles, and it bills through CHAMPUS fiscal 
intermediaries. CHAMPUS reimburses claims submitted by the 
Asheville VA medical center for inpatient charges at a 5 -percent 
discount off the amount payable to civilian providers under 'he 


'“National Defense Authorization Act Fiscal Years 1990 and 1991. 
"Veterans Health Care Act of 1992. 
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CHAMPUS DRG system. DOD similarly receives a 5-peroent discount 
off the CHAMPUS maximum allowable charge for professional 
services . 

A broader agreement was reached in February 1994 providing a 
framework for future CHAMPUS/VA health care resource-sharing 
agreements. Additional CHAMPUS/VA sharing agreements are being 
developed in Indiana and New York. 

The advent of DOD's TRICARE program ushered in a new era in 
VA/DOD sharing, largely supplanting VA/CHAMPUS sharing. On June 
29, 1995, VA and DOD completed work on an agreement that allows 
VA facilities to compete with private-sector facilities to serve 
as providers under TRICARE contracts. Like private-sector 
providers, VA facilities will be allowed to apply to DOD's 
regional managed care support contractors to serve as TRICARE 
providers. VA facilities will be required to meet the same cost, 
quality, and access criteria as private-sector providers and be 
subject to the same utilization management and quality assurance 
requirements as other contractors. VA facilities would 
essentially become subcontractors to a DOD contractor. 

Provisions in the proposed Veterans Reconciliation Act of 
1995, recently approved by the House Committee on Veterans' 
Affairs, would further expand VA's authority to share health care 
resources with the private sector. Specifically, it would 

-- remove the current provision that limits services that can be 
shared with the private sector to specialized medical 
resources ; 

-- broaden the types of entities with whom VA can share to 

include any health care provider, health care plan, insurer, 
or other entity or individual; 

- - replace the requirement that reimbursement rates be based on 
actual costs of shared services with a general requirement 
that VA negotiate payments that are in the best interest of 
the government . 

SHARING OF MEDICAL RESOURCES 
INCREA.SING 

As barriers to sharing have been identified and addressed, 

VA sharing both with DOD and with the private sector continues to 
grow. The number of VA medical facilities with VA/DOD sharing 
agreements increased from 12 in 1983 to 147 in 1995. Similarly, 
the number of DOD facilities involved in sharing agreements 
increased from 16 in 1983 to a peak of 203 in 1991. Because of 
the closure of DOD medical facilities due to downsizing, the 
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nuruDer cf DOD facilities '.vich sharing agreements declined to 15 
by 1995. .ill VA medical centers within 5Q .miles of a DOD 
hospital currently have sharing agreements. (See fig. 1.) 

Ficure Mumher of Facilities With V.A/DOD Sharing Agreeni ents 

:i983-9^; 



The total number of services covered by VA/DOD sharing 
agreements increased from 2,815 in 1990 to 4,133 in 1995. 

(See fig. 2.) Most of the sharing agreements involve DOD 
acquiring services from VA. The portion of shared services tc 
provided by VA averaged over 87 percent. DOD attributes this 
imbalance to the fact that many of its .hospitals are 
significantly smaller than nearby VA hospitals. In general, 
these smaller hospitals are more often in the position of buyir 
services than of providing them to other facilities. 
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Figure 2: Total Services Covered bv VA/DOD Sharing Aareemenr-S 

(X 9 9Q-95] 



IMO 1991 
Fiscal Year 



Services Provided by OOO 
Services Provided Oy VA 


Most of this activity reflects agreements that local 
hospital officials initiated. Hospital-to-hospital agreements 
cover a range of hospital services, with most sharing involving 
ancillary services such as laboratory tests or diagnostic 
radiology procedures. Although the number of sharing agreements 
and the number of services covered under chose agreements has 
grown substantially, neither VA nor DOD reports on the sharing 
program provide data on the volume of services actually 
provided.''^ Agency officials told us that some agreements 
generate little or no activity. 


‘^At the request of the Chairman, House Committee on Veterans' 
Affairs, we are using a questionnaire to determine Che volume of 
services provided Co DOD beneficiaries and other nonvecerans. 
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specialized Medical Resources Sharing 

Sharing of specialized medical resources, primarily with 
affiliated medical school hospitals, has also increased. Between 
19S0 and 1994, the value of shared services increased from $26 
million CO $77 million. Unlike sharing with DOD in which VA 
enerally sold services, specialized medical resource sharing 
ore comrr.oniy involves VA's purchasing services from outside 
providers. For example, VA reported Chat in fiscal year 1994 it 
purchased S56.8 million worth of services from other hospitals 
and sold services worth $20.3 m.illion. (See fig. 3.) Diagnostic 
radiology services accounted for the greatest dollar value, $3.9 
million, of services provided by VA in fiscal year 1994. VA's 
largest expenditures were for radiation therapy, at slightly 
under $20 million. 

Figure 3: Dollar Value Of VA Specialized M edical Resource- 
.Shanna Activity '.1980-94) 


lOQ Oollar Vilua in MlSilona 
90 



1980 1982 1 984 1980 1988 1990 1993 1994 

riseii Y*«r 



SoWbyVA 
Purcfiasad by VA 
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EXPAMDEn SHARING WITH PRIVATE 
g E CTOR CRKATFIS rHAr,T,KK'RF..q 

As VA increasingly provides services to nonveterans in VA 
facilities through sharing agreements and expands contracting 
with private-sector facilities and health plans to provide health 
care services to veterans, VA faces many challenges. As a 
seller, VA will need to meet the billing, utilization review, and 
quality assurance requirements of CHAMPUS, TRICARE, and private- 
sector health plans. In addition, it will need to set prices for 
its services that will make it competitive with private-sector 
providers without detracting from its ability to meet the needs 
of veterans. As a buyer, VA will need to determine when it is 
more economical to buy services or provide them directly, how to 
strengthen contract administration, how to set capitation 
paymenrs when it buys services on a risk basis, and how to ensure 
the quality of the services it buys. However, actions by the 
Asheville VA medical center to develop billing procedures 
acceptable to CHAMPUS and allow outside utilization and quality 
assurance reviews demonstrate the ability of VA to address and 
.meet such challenges. 

V.A Fa cilities Will Likely Be Required 
to P ermic Outside Utilization and 
U ualitv -Assurance Reviews 

VA will likely be unable to contract to provide services to 
CH.AMPUS beneficiaries, TRICARE contractors, or private-sector 
health plans and facilities unless it complies with oversight 
: c-quirements established by those programs. Like private sector 
hospitals, VA hospitals are reviewed and accredited by the Joint 
Commission on Accreditation of Healthcare Organizations. But, 
unlike private sector hospitals, V.A generally does not allow 
private insurers or others to perform utilization or quality-of- 
caro reviews at its hospitals. 

One of the conditions DOD placed on VA before allowing the 
Asheville VA medical center to contract to provide services to 
CKiiMPUS beneficiaries was that the medical center agree to adhere 
to CHAMPUS Utilization review and quality review systems.’’ 

Under the agreement reached between VA and DOD, the Asheville 
medical center will maintain its own utilization and quality 
assurance system, but it will also be subject to CHAMPUS 
utilization review and quality assurance requirements. 

Similarly, the recently completed memorandum of understanding 


’ ’ VA/DOD Health Care; More Guidance Needed to Implement CHAMPUS- 

Eun ded .Sharing .Agreements (GAO/HEHS-95-15, Oct. 28, 1994). 


11 



57 


governing VA's participation under the TRICARE program provides 
that VA facilities be subject to Che contractor's utilization ana 
quality assurance requirements. 

Mew Billing Methods Would Re 
Heeded 


One of the primary barriers VA encountered in entering into 
a sharing agreement to treat CHAMPUS beneficiaries was its 
inability to generate itemized bills and to bill using DRGs . 

M’hen VA bills insurance companies, it bills on a per diem basis: 
that IS, It bills a fixed amount per day regardless of the 
specific services provided.'-' Similarly, it charges a fixed fee 
tor an outpatient visit regardless of the number or types of 
services provided. 

DOD officials told us that a condition placed on VA's 
participation in the CHAMPUS program was its ability to produce 
an itemized bill like that required of other CHAMPUS providers, 

A stand-alone billing system was created at the Asheville VA 
medical center to allow the center to enter into a CHAMPUS 
sharing agreement. Similar billing systems will likely need to 
be established at other medical centers if VA is to contract to 
provide services under TRICARE or through private health plans. 

VA is currently implementing a DSS that will enable VA to 
generate itemized bills at ail of its medical centers. DSS has 
the potential to be an effective management cool Cor improving 
the quality and cost-effectiveness of VA health care. We 
recently reported, however, that VA has not yet developed the 
comprehensive business strategy necessary to achieve such 
potential benefits.'-’ We noted that some of the data provided to 
DSS from other VA information systems are incomplete and 
inaccurate, limiting VA's ability to rely on DSS-generated 
information to make sound business decisions. Because of 
problems in ensuring the accuracy of data entered into the 
system, -we recommended that V.A slow the i:"iclemenCation of DSS. 

hack of Accurate Cost Data Creates 
Problems in .Setting Prices 

VA needs accurate cost data to determine appropriate prices 
to charge for items and services sold to private-sector 
facilities or health plans. If prices are set too low, funds 


'Separate per diem rates are used for medical, surgical, and 
psychiatric care. 

' "/A Health Care Delivery: Top Management Leadership Critical t o 
Success of Decision Sunnorr .System (GAO/AIMD-95-182 , Sept, 29, 

1995 ) . 
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from other sources would be needed to subsidize losses, and less 
money would be available to provide services to veterans. VA 
facilities generally cannot generate accurate cost data on items 
and services they provide. 

The specialized medical resources sharing law does not 
really specify how VA is to price the medical resources it 
provides to medical schools, health care facilities, and research 
centers. The law states that reimbursement must be based on a 
methodology that provides appropriate flexibility to the heads of 
VA facilities after accounting for local conditions and needs and 
the actual cost of the resource involved to the providing 
facility . 

We reported in December 1994 that the Albuquerque VA medical 
center sold lithotripsy services to the University of New Mexico 
at a price less than half of its cost of providing the service. 

We noted that the medical center's pricing practices for 
procedures provided to the University may affect the competitive 
balance among health care facilities in the Albuquerque area 
because the University, benefiting from VA’s low reimbursement 
rates, was setting charges to its patients significantly below 
market rates. The University's reduced rates may likely shift 
market demand from other area hospitals to the University. 
Although VA agreed that the Albuquerque medical center was not 
recovering the full cost of lithotripsy services and that its 
price-setting methodology was flawed, it does not believe the 
rates should be increased to recover full costs. 

If VA sets its prices too low because it (1) cannot 
determine accurate costs or (2) wants to capture market share, 
funds appropriated to provide care for veterans may be used to 
subsidize private-sector facilities and health plans purchasing 
services from VA. This could ultimately lead to veterans being 
denied needed health care services. 

The lack of accurate cost data also makes it difficult for 
VA facilities to determine when to contract for services rather 
than provide them directly. Unless VA acts to improve the 
completeness and accuracy of data provided to DSS from other VA 
information systems, the usefulness of DSS-generated data in 
making such basic business decisions will be limited. 

Overcoming Problems in Administering 
Contracts 

VA has a long history of problems in administering 
specialized medical services contracts. For example, in a 1987 


'‘ VA Health Care: Albuquerque Medical Center Not Recovering Full 

Costs of Lithotrinsv .Services (GAO/HEHS-95-19 , Dec. 28, 1994). 
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audit, VA's Inspector General reported that VA medical centers 
had awarded contracts for more services than were needed, paid 
for services they had not received, and had not established 
controls to ensure that contractor performance and billing 
complied with contract terms. Our July 1992 followup to the 
Inspector General's report found that VA still lacked sufficient 
data and evaluation criteria to ensure that problems were 
identified and corrected.*' 

Because VA medical centers' senior managers often receive 
part-time employment incomes from medical schools that receive 
millions of dollars through VA contracts, conflicts of interest 
could arise. In April 1993, we reported that these managers 
nevertheless participated in awarding or administering contracts 
with medical schools.*’ Although VA has taken steps to improve 
the administration of sharing contracts, the effectiveness of 
these efforts in preventing future problems is unknown. The 
expanded contracting envisioned under TRICARE and the Veterans 
Reconciliation Act of 1995 will likely increase opportunities for 
conflicts to arise. 

Quality Assurance Under Cap itation 
Creates New Challenges 

VA is increasingly looking to contract with individual 
physicians, groups of physicians, or health plans to provide 
health care services to veterans, often on a capitation basis. 
Such contracts heighten the need for VA to develop effective 
mechanisms to ensure the quality of services provided. 
Specifically, it would need to ensure that physicians are 
properly licensed, establish utilization reporting requirements 
for providers or health plans paid on a capitation basis, and 
establish utilization review programs to detect underservicing by 
risk-based providers. 

Quality assurance is a particular concern under risk-based 
contracts because the same financial incentives that contractors 
have to limit unnecessary health care utilization can provide the 
contractor an incentive to deny needed health care services. 

That is, the contractor may "underserve" beneficiaries to 
maximize profits. Managed care programs that have been in 


‘’ Audits of Selected Aspects of VA's Program for Sharing Scarce 
Medical Re.sources . Report No: 7AM-A99-089, July 15, 1987. 

'' VA Health Care: Inadequate Controls Over Scarce Medical 

■Soecialist Contracts (GAO/HRD-92 -114 , July 29, 1992). 

*’ VA Health Care: Inadequate Enforcement of Federal Ethics 
Requirements at VA Medical Centers (GAO/HRD-93 -3 9 , Apr. 30, 
1993) . 
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. jr many years, such as Arizona's Medicaid program, 
1 oed utilization review programs chat detect both 
jii underuse of health care services. 

I 1 1 1 a t i on Rates Will 


- .ta"e cost and utilization data are critical in setting 
. it ] payments to risk contractors. Rates set too high 
utu lesuit in excess profits for providers selling services to 
am increased costs for the government. Rates set too low, 
j-'-u, could affect the solvency of the risk contractors and 
ad to 'inderservicing of veterans. 

'.ices not have adequate data on health care utilization to 
a; ie Lt to establish reasonable capitation payments to private- 
ctor providers. VA knows the number of episodes of inpatient 
and of outpatient visits, but the following problems limit 
f: useid.lness of these data in setting capitation payments: 

r;e.:;ause veterans do not currently enroll in the VA health care 
system, V.A has utilization data for users but does not know 
how many other veterans would have used VA if they needed 
care. 'Without knowing how many other veterans 'would have 
relied on VA for health care services if they had needed care, 
VA 'will find that setting accurate capitation rates by using 
past 'VA utilization is difficult. 

VA does not know the extent to which current users rely on VA 
for their health care services. Over half of the Medicare- 
oiigible veterans who used VA health care services in 1990 
also used non-VA providers under Medicare. Wit.hout knowing 
the full health care utilization of those likely to be covered 
by VA capitation payments, VA will have little basis for 
estim.ating potential demand for care and setting capitation 
payments. In addition, to the extent that VA makes capitation 
payments for care Co be provided to veterans covered by and 
using other federal health care programs, the government could 
end up paying twice for the same health care services . For 
example, if veterans covered by capitation agreements obtain 
services covered under the capitation agreement from other 
providers 'who subsequently bill the government under Medicare, 
then Che government 'will have paid two different providers for 
rhe same care. 

health care resources sharing offers many benefits botfi Co 
oso nreviaing and Chose obtaining the shared service. For 
ose providing Che service, sharing provides Che opportunity to 
re [lully utilize certain medical resources. By making its 
apacity available to others, a facility can lower its 


15 



61 


average cost of providing services to its beneficiaries. 
Similarly, by purchasing services from another provider or 
facility, VA may be able Co obtain services at a lower cost to 
the government than it would incur in providing the services 
directly. Although the benefits are hard to quantify, expanded 
sharing of excess health care resources should be encouraged. 

Although the primary legislative barriers to increased 
sharing have been overcome, new barriers and challenges have 
emerged as the scope and types of sharing arrangements evolve and 
the focus of sharing shifts more toward contracting with private 
providers and health plans. As long as sharing is focused on the 
exchange of services between federal facilities, the recovery of 
full costs is not important. But, if VA provides services under 
a private contractor, as planned under TRICARE, or to private- 
sector facilities or health plans, pricing becomes more 
important. If VA does not recover its cost of providing services 
to nonveterans under these programs, it could result in fewer 
funds being available to serve veterans. 

The establishment of a CHAMPUS sharing agreement in 
Asheville and plans to establish such agreements at two other 
medical centers demonstrate the ability of VA to respond to 
challenges such as developing itemized bills and complying with 
health plan utilization review and quality assurance 
requirements. In addition to expanding sharing opportunities, 
these actions should help improve the overall efficiency of VA 
operations . 


Mr, Chairman, this concludes my prepared statement. We will 
be happy to answer any questions that you or other Members of the 
Committee may have. 


For more information on this testimony, please call Jim Linz, 
Assistant Director, at (202) 512-7110, or David Lewis, 
Evaluator-in-Charge, at (202) 512-7176. 


(101482) 
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Statement 
Before the 

Subcommittee on Hospitals and Health Care, 

House Committee on Veterans' Affairs 

The Honorable Kenneth W. Kizer, M.D., M.P.H. 

Under Secretary for Health 

October 18, 1995 

Thank you, Mr. Chairman. I am pleased to have this opportunity to discuss with 
you and the members of this Subcommittee the subject of joint venturing and 
sharing of health care resources between the Department of Veterans Affairs 
(VA) and the Department of Defense (DoD). 

As you know, VA and DoD have a long history of sharing health care resources. 
Approximately 700 specific sharing arrangements are now in place between VA 
and DoD. Similarly, VA has hundreds of sharing agreements in effect with our 
academic affiliates and a few with the Public Health Service and local and state 
governments. These are examples of the “virtual health care organization” that I 
have discussed before this Subcommittee in hearings earlier this year. 

Overall, I am highly supportive of the concept behind and underlying principles of 
VA-DoD sharing and joint venturing— i.e., striving to achieve the most efficient use 
of federally-funded health care resources and get the most value possible out of 
taxpayer dollars used for these purposes. 

During my eleven month tenure with VA, I have strongly encouraged our medical 
centers to make use of this tool. Exemplative of this is the memorandum of 
understanding (MOD) I signed with DoD on June 29, 1995, which sets the stage for 
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VA medical centers to be CHAMPUS providers under DoD's TRICARE program. 
Similarly, I have signed two additional agreements with DoD whereby specific 
VAMCs (Indianapolis and Syracuse) will become CHAMPUS providers contracting 
directly with DoD. (This is in addition to the agreement that VAMC Asheville has 
with DoD in this regard.) Several other sharing agreements with individual DoD 
facilities for selected services are also under discussion or have been finalized in 
recent months, as you know. 

In addition to the above, and indicative of my support for the concept of expanded 
VA sharing and joint venturing, I might also note that in the past six months I have 
also signed MOUs with the Juvenile Diabetes Foundation to create VA centers of 
excellence in diabetes, with the Agency for Health Care Policy and Research for 
clinical guidelines and benchmarks development, and with the University Health 
Systems Consortium (UHSC) for technology assessment and clinical guidelines 
development. We are now discussing with UHSC the possibility of expanding 
this agreement in a number of ways. 

Having made it clear, hopefully, that I am strongly supportive of VA-DoD (and 
other) sharing agreements, I need to also express some words of caution, in part 
derived from my experience with the private sector, as well as my previous 
experience in academia and state government. 

In brief, there are many potential problems when you try to combine or blend 
entities having separate missions, cultures, and operating systems. In some 
cases, these are merely logistical details that can be worked out relatively easily 
if the involved parties are correctly motivated and the differences not too 
profound. In other cases, though, the differences can be so great that they 
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result in fatal flaws and potentially wasted time and money. In my opinion, the 
potential for this is certainly present in the case of VA and DoD sharing, where 
the primary missions of the two departments (i.e., provision of health care and 
military readiness) may not be complementary or optimally supportive of each 
other. 

For a joint venture to be successful, it should be designed so that the primary 
purpose of the joint venture will most likely be achieved and that there will be a 
good return on the taxpayers’ investment. For example. In joint venturing to run 
a hospital to serve both veterans and active duty military personnel one would 
want to ensure that whomever were designated to "host" the hospital had, as its 
primary mission, providing health care and hospital management, and that the 
host focused itself on providing for the most acute or intense patient care needs. 
For, quite simply, if one gears their activity toward taking care of the highest 
acuity patient care needs then it becomes managerially easy, and only at a 
marginal cost, to provide care for additional less sick patients. Conversely, if the 
host facility is geared toward taking care of low acuity patients, then they will 
have a much harder time gearing up to take care of high acuity (i.e., very sick 
and complicated) patients. There are numerous examples of this fundamental 
principle in other industries and activities. 

Having expressed this caution, this I would note that at a time when Federal 
health care budgets are being constrained, we must use all tools available to 
provide needed health care services. Section 8111 of Title 38 is such a tool, 
and VA and DoD health care facility directors are now using it to provide over 
4,000 shared services. 
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Illustrative of some recent developments In this regard, I would point out that the 
Bay Pines, Florida, VA Medical Center has recently engaged in an interim 
sharing arrangement with MacDill Air Force Base to provide a surgical suite and 
related services to the Air Force while MacDill's hospital undergoes renovation. 

Likewise, the Navy's Office of Medical/Dental Affairs at Great Lakes, Illinois, 
manages payment of health care claims for active duty Navy and Marine Corps 
personnel throughout the nation. That Office sponsors agreements covering a 
full range of services whereby 43 VA medical centers provide care to active duty 
personnel. This successful program has grown steadily over the past four years. 

In Augusta, Georgia, VA and DoD are engaged in an experimental telemedicine 
project. In this trial usage of the equipment, for both clinical and research 
applications, will produce evaluations of both the cost effectiveness and efficacy 
of the equipment as a diagnostic tool. 

We need to do more of this sort of thing. As we move into our new VISN-based 
field organization, our VISN directors will be encouraged to utilize VA-DoD and 
other sharing authorities to make more efficient use of the resources of both 
departments. We believe VISNs will be able to use sharing to help improve 
patient services, better manage our costs, and provide a full coordinated 
continuum of care at a time when budgetary resources are under intense 
pressure. 

An important aspect of VA-DoD sharing in the future, and one which I've already 
touched on, will be treatment of CHAMPUS beneficiaries at VA facilities. 
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Title II of the Veterans Health Care Act of 1992, Public Law 102-585, temporarily 
expanded our authority to enter into sharing agreements to provide treatment of 
all CHAMPUS beneficiaries. (Previously, VA-DoD sharing agreements could 
only be between VA and DoD health care facilities, and could not involve 
treatment of CHAMPUS beneficiaries who were not veterans. Previously, only 
retirees and active duty personnel could be cared for by VA— not dependents.) 
Title II also provided authority for VA health care facilities to enter into 
agreements with DoD's TRICARE managed care support (MCS) contractors. 
Under such agreements, VA facilities would become part of the contractors' 
provider networks for agreed upon health care services. 

In 1994, Secretary Brown and then Secretary of Defense Les Aspin signed a 
memorandum of understanding establishing broad principles governing sharing 
under this expanded authority and promoting increased sharing of health care 
resources between the two Departments. 

A pilot agreement between the VA Medical Center in Asheville, North Carolina, 
and DoD, to provide specific treatment and services to CHAMPUS beneficiaries 
in that geographic area, was signed in December 1993. This was the first 
sharing agreement in a DoD "non-catchment" area, and VA's initial use of the 
expanded CHAMPUS sharing authority. 

As a result, the Asheville VAMC has been offering heaith care services, primariiy 
outpatient and pharmacy, to military retirees and dependents for over a year. 
Asheville is reimbursed by DoD's CHAMPUS contractor (or fiscal intermediary) 
and uses this revenue to expand and improve service to veterans. 

Approximateiy two-thirds of the CHAMPUS patients seen so far by the VAMC 
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have been women. Caring for these patients has been especially helpful in 
improving access to services for women veterans. 

I have recently signed additional CHAMPUS agreements along the lines of the 
Asheviiie model for VAMCs in Syracuse, New York, and Indianapolis, Indiana. 
These agreements, in locations experiencing military base closures, should 
provide retirees and their dependents with an attractive treatment option. In the 
case of Syracuse, care will be provided at the Griffith Air Force Base location, 
where VA has opened a community-based clinic. Discussions are underway 
with the CHAMPUS fiscal intermediary (AdminaStar Defense Services, Inc.) and 
training for VA personnel involved in billing and record keeping has been 
conducted. 

P.L. 102-585 also gives VAMCs an opportunity to participate in DoD's managed 
care initiative, TRICARE. Earlier this year, as I already mentioned, I signed an 
MOU with DoD Assistant Secretary for Health Affairs, Dr. Stephen C. Joseph, 
providing the framework for agreements between VA facilities and DoD's 
managed care support contractors. 

The VA Medical Centers in Dallas, Texas, and the Central Texas VA Health 
Care System (formerly Marlin, Temple, and Waco) have begun negotiations with 
Foundation Health Corporation to become network providers in their service 
areas within DoD Region 6. We are reviewing Foundation's standard provider 
agreement and have proposed a series of modifications to bring it into 
conformance with VA practices and Federal law. I anticipate that VA and 
Foundation will soon reach agreement on prototype language that will have 
nation-wide application. The prototype agreement will not include pricing or 
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specific services, which will be left to local negotiation. The target date for 
implementation of the Dallas and Central Texas agreements is November 1 , 
1995, the implementation date for TRICARE in Region 6. 

VAMC agreements with Foundation and other MCS contractors will be subject to 
the safeguards contained in P.L. 102-585. This means that they will require 
consultation with veterans service organizations, cannot result in delay or denial 
of care to veterans, and must enhance service to veterans. Because I am 
required to certify to the Secretary that these requirements are met, these 
agreements will continue to require VHA headquarters review and approval. 

Nowhere is VA/DoD sharing and cooperation more intense than at our eight joint 
venture sites. We have learned, and continue to learn, many important lessons 
with each of our joint venture arrangements. Interagency joint ventures, under 
authority of the Economy Act, have a certain conceptual appeal, but they also 
present numerous practical problems. Like any successful partnership, they 
require constant attention and communication if they are to work as intended. 

In Albuquerque, New Mexico, the Air Force has operated a 30-bed unit within 
the Albuquerque VA Medical Center since 1987. Adjacent Air Force clinics 
provide outpatient and dental services. A wide variety of services are shared. 
Staffing there is combined in an Air Force managed emergency room and VA 
supervised laboratory and radiology departments. 

In August 1 994, VA and the Air Force opened a new 1 1 5-bed facility in Las 
Vegas, Nevada. While there have been significant problems in meeting the 
expectations of beneficiaries there, VA and the Air Force officials are working 
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closely together at the local and national levels to expand access to care, 
improve utilization of capacity, enhance efficiency of operations, and control 
costs. Central to our future success at this facility will be the development of a 
jointly developed business plan for the facility by local management, and the 
work of a national combined VA-DoD working group on joint ventures. I have 
assigned Ms. Lydia B. Mavridis, VHA's Chief Administrative Officer, the 
responsibility for overseeing VHA's participation in this group and assuring that 
joint venture problems are resolved and successful solutions disseminated. 

Our third joint venture activation occurred in May 1995, when VA opened a new 
outpatient clinic adjacent to Reynolds Army Hospital at Fort Sill, Oklahoma. 
Agreements with the Army provide VA with emergency room, inpatient care, 
laboratory and pharmacy services, as well as maintenance, fire, and other 
support services. 

VA and the Navy will be sharing the cost of a replacement outpatient facility at 
Key West, Florida. VA currently operates a small clinic at the present Naval 
facility there. 

Additional joint ventures are planned at Anchorage, Alaska; El Paso, Texas; 
Travis Air Force Base, California; and Honolulu, Hawaii. VA is already staffing 
inpatient beds at these locations and we have a number of other sharing 
agreements with DoD at each site. 

In the limited time I have remaining, I would like to mention some of the other 
areas of VA-DoD cooperation. 
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In the field of Information Resources Management (IRM), we are working with 
DoD to include VA medical facilities in Hawaii, Guam, Alaska, Washington State, 
and California in the Pacific Medical Network {or PACMEDNET) 
telecommunications project. The Federal Information Resources Sharing 
Working Group consists of VA, DoD, and Indian Health Service IRM personnel 
actively engaged in developing strategies for cooperative ventures in medical 
IRM. VA, DoD, and IHS jointly assess methodologies and technologies for 
Federal data sharing and standardization through a jointly operated Integration 
and Interoperability Lab in Falls Church, Virginia. And the VA-maintained 
Federal Health Care Resources Sharing Database provides an automated tool 
for planning, evaluating, and supporting the VA-DoD sharing program. 

VA health care facilities also use the DoD aeromedical evacuation system. In 
the fiscal year just completed, 495 military patients were transported to VA 
medical centers. In addition, the system was used to transport 36 veterans to 
VAMCs for specialty care. 

VA coordinates its Persian Gulf Veterans programs with both DoD and the 
Department of Health and Human Services through a Persian Gulf Veterans 
Coordinating Board. The Board consists of three working groups-dealing with 
clinical care, research, and compensation and benefits. The clinical group was 
instrumental in developing comparable health registries in VA and DoD. The 
research working group has produced a 'Working Plan for Persian Gulf Veteran 
Research." This plan has served as a valuable tool for identifying research gaps 
and research priorities, and for avoiding duplication of research efforts. 
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In addition to the activities of the Persian Gulf Veterans Coordinating Board, VA 
has provided medical services to active duty Persian Gulf veterans under two 
programs: the Persian Gulf Health Registry examination and the Depleted 
Uranium Pilot Program. Active duty service members may receive Registry 
exams at VA medical facilities at the request of their DoD command. A toll-free 
Persian Gulf Helpline provides information on participation in VA's Registry. The 
VAMC in Baltimore is the site of the special pilot program for medical 
surveillance of those injured with depleted uranium munitions. Thirty-five 
soldiers were injured in a friendly fire incident and 22 of those have retained 
depleted uranium shrapnel. Approximately half of these remain on active duty 
and participate in the Depleted Uranium Program under a VA-DoD sharing 
agreement. 

VA has had some limited success in acquiring ownership or use of DoD health 
care property closed through the base realignment and closure (BRAC) process. 
Our most notable success has been in Orlando, Florida, in which VA, the Navy, 
and the local reuse authority were able to effect a smooth transition that 
converted the Orlando Naval Hospital to a VA outpatient facility. We hope we 
will be able to treat some CHAMPUS workload there when the TRICARE 
contract for the Southeast is implemented. At Williams Air Force Base in 
Arizona, VA was able to establish a community based clinic through a lease 
arrangement with Arizona State University. 

Other VA plans for properties earmarked for closure are less certain. The base 
disposal process is a lengthy and cumbersome one. Planning is complicated for 
Federal Departments and Agencies by the requirement for reimbursement of 
"fair market value" unless 0MB waives that requirement. 
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In summary, 1 would like to express my appreciation to the House Veterans' 
Affairs Committee and this Subcommittee for its strong support of veterans 
health care in general and VA-DoD sharing in particular. I would be pleased to 
answer any questions. 
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Mr. Chairman, I am pleased to be here today to express to you and the members of the 
Subcommittee, the Department of Defense’s position on a very important subject, health care 
resources sharing between the Department of Defense and the Department of Veterans Affairs. 
The Department of Defense views this sharing relationship as one of great importance and is 
firmly committed to its continuation and strengthening.. There is a highly energized climate for 
sharing resulting from the positive relationship that exists between Dr. Stephen Joseph, the 
Assistant Secretary of Defense (Health Affairs) and Dr. Kenneth Kizer the Under Secretary for 
Health in the Department of Veterans Affairs. A clear example of this, is an article published 
recently in U S Medicine which they jointly authored. The article comprehensively states their 
position on sharing, underscores both its importance and the imperative to focus on sharing 
priorities and mutuality of benefit to each Department. I have a copy of the article for inclusion in 
the record. 

Since the 1982 enactment of the sharing legislation, the headquarters and facility staffs of 
both Departments have jointly participated in the development and implementation of highly 
effective sharing programs. The substantial time and energy invested in sharing have paid off as 
clearly demonstrated by the continued growth and proven cost effectiveness of shared services. 
The more than 4,100 services shared between Department of Defense and Veterans Affairs 
facilities during FY1994, involving such areas as medical, surgical, laundry, blood, laboratory, 
radiology, and specialty care, represents a three hundred percent increase over the 1,300 services 
reported as shared in FY1987 In FY 1988, Department of Defense estimated its sharing*related 
cost avoidance to be $9 million In FYi994 that cost -avoidance number grew by $1 1 million to 
an estimated $20 million These are dramatic increases, made especially significant as they have 
occurred in the face of a large number of military facility closures and a corresponding reduction 
in sharing agreements 


Clearly, we cannot plan for the future based solely on past successes. There have been a 
substantial number of facility closures, and while the Department of Defense is absorbing them, it 
is also adapting to rapid changes on many other fronts. So is the Veterans Health System. 
Indeed, both systems are being challenged to maintain the integrity of their respective mission 
areas while faced with increasing demands for access, fluid beneficiary populations, changes in 
health care modalities and substantial reductions in available health care resources. Because of 
these changes, our two Departments have been working very closely together to envision our long 
range needs and ensure that future joint efforts continue to be of mutual benefit. In other words, 
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neither of us can afford to engage in a relationship that benefits only one of us or inhibits our 
ability to function in the future. That is why the Department of Defense has agreed with the 
Department of Veterans Affairs to concentrate on those areas where we can support each other in 
the long run. 

Included among these mutually beneficial areas is the developing and operating of joint 
venture sites. A most visible area of Department of Veterans Affairs and Department of Defense 
sharing has been the joint venture construction and operation of health care facilities. Joint 
ventures, to date, have resulted from the two DepMtments’ local medical and construction needs 
coinciding to the extent that joint planning permitted significant reductions in construction and 
day-to-day operating costs. At present, there are dght joint ventures. The first, and most mature, 
joint venture is the New Mexico Regional Federal Medical Center at Kirtland AFB in 
Albuquerque, New Mexico which began operation since 19S7. The only other fully operational 
location is the Nellis Federal Hospital in Las Vegas, Nevada. It became operational last year. 
Built to replace the Nellis Air Force Base Hospital, it is the first facility planned as a joint venture 
from its initial design. It is also the first joint venture not based in a medical center. The Air 
Force, as host, operates the 129 bed facility, but Veterans Affairs staffs 52 beds. In addition. 
Veterans Affairs continues to operate its Las Vegas outpatient facility. 

The Albuquerque joint venture has been an invaluable source of lessons learned and 
undoubtedly helped in developing the Nellis operating concept. However, the complexities of 
these joint venture relationships make growing pains inevitable Each joint venture is expected to 
be unique and the Nellis Federal Facility is no exception It has encountered some operational 
issues and experienced some mis-perceptions of its capabilities. To clearly demonstrate the 
importance of the relationship to the senior leadership of both Departments and to provide early, 
durable solutions to the problems, a team led by of senior staff from both the Air Force and 
Veterans Affairs recently went to Nellis. The team, in extremely effective collaboration, focused 
on the problems and issued a detailed joint report which identifies the problems and makes 
appropriate recommendations for solving them. The Departments are now working together on 
implementing the recommendations. The lessons learned from these experiences will greatly 
assist in the future joint venture locations at Elmcndorf, AFB in Anchorage, Alaska, Fort Bliss in 



77 


El Paso, Texas; Tripler Army Medical Center, Honolulu, Hawaii; Key West Naval Station in 
Florida; Fort Sill in Lawton, Oklahoma; and Tra\ds AFB at Fairfield, California. 

The second area that the Departments have agreed to focus on addresses Veterans Affairs 
Medical Centers as providers under both managed care support contract arrangements, as well as 
in certain specialized care, such as head trauma and rehabilitative care, ^ince the FY90 National 
Defense Authorization Act and the 1992 Veterans Health Care Act which together set the stage 
for Veterans Affairs Medical Centers to participate as CHAMPUS providers, we clearly saw the 
potential for increased roles for the Department of Veterans Affairs. In fact, a CHAMPUS 
Memorandum of Understanding facilitating implementation of these laws was signed by the 
Secretaries of both Departments in February 1994. Subsequently sharing agreements have been 
negotiated with Veterans Affairs Medical Centers at Asheville, North Carolina, Indianapolis, 
Indiana and Syracuse, New York. 

As you undoubtedly know, the primary effort within the Department of Defense continues 
to be the organization of our twelve-region TRICARE program. TRICARE, through a 
combination of Regional Lead Agents and Managed Care Support contracts will enable us to 
respond to the needs of our patients and provide access to care, in a cost effective manner, with 
no degradation in the quality of that care. Within each region, the Lead Agent has primary 
responsibility for health care delivery throughout that region. The Lead Agent, in collaboration 
with the military treatment facility commanders, implements integrated health care delivery plans 
within the geographic region. Additionally, the managed care support contractor is at-risk for the 
delivery of CHAMPUS-beneficiary care within the region. 

As the Department of Defense moves completely into TRICARE, the Asheville-like 
models will become outdated. As a result, the Departments of Defense and Veterans Affairs have 
collaborated in the construction of a memorandum of understanding which enables Veterans 
Affairs Medical Centers to be TRICARE network providers, should they desire to and meet the 
contractor’s cost, access and quality criteria. This, in effect, gives our beneficiaries another 
choice, in addition to military and private sector providers. Those beneficiaries who prefer care 
from a VA Medical Center can choose to use one, as long as it meets the requirements of 
TRICARE and its managed care support contractors. Those VA Medical Centers that are 
integrated into the TRICARE contractors would then be available to our beneficiaries the same as 
private sector providers will be available. The beneficiaries’ costs will be the same as when they 
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use a private sector provider. VA Medical Centei^ can now, for the first time, apply through 
managed care support contractors to become TRJCARE providers. This new effort will be 
phased in with the two year contracting schedule. 

In closing Mr. Chairman, I would tike to suggest that the opportunities for sharing 
resources and saving Federal dollars are many and significant. More than ever before, sharing 
among federal health care providers is relevant and necessary to support the cost-effective 
delivery of quality health care for federal beneficiaries. The Department of Defense health care 
community recognizes that it must develop creative and innovative approaches to health care 
delivery while retaining the flexibility to respond to the demands of its readiness mission and 
health care reform. In that light, Department of Defense will continue to collaborate with 
V^erans Affairs in pursuing new sharing models to assist each Department in serving its 
beneficiaries in a rapidly changing health care environment. 
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Dr. Stephen C. Josenh and Dr. Kenneth W. Kizer 


DoD and VA Joint Efforts — Of Mutual Benefit 

On June 29th, a significant event in the history of the Departments of Defense (DoD) and 
Veterans Affairs (VA) joint efforts took place. Not with a lot of fanfare but with a sense of 
common purpose, the Assistant Secretary of Defense (Health Affairs) and the Under Secretary for 
Health, Department of Veterans Affairs signed a memorandum of understanding. Under this 
agreement and for the first time, the DoD is making VA Medical Centers eligible to be reimbursed 
for care under Defense’s new TRICARE program. 

This newest effort, operating through Defense’s TRICARE program, has the potential of 
giving DoD’s CHAMPUS (Civilian Health and Medical Program of the Uniformed Services) 
beneficiaries another choice, in addition to military and private sector providers serving them 
today. While beneficiaries can continue to use military treatment facilities and private sector 
providers, many may have one more option -- a VA Medical Center. Beneficiaries who prefer 
care from a VA Medical Center can choose to use one, as long as it meets the requirements of 
TRICARE and its managed care support contractors. Costs to beneficiaries will be the same as 
when they use a private sector provider. 

With this new agreement, VA Medical Centers wishing to participate in TRICARE would 
apply to DoD’s regional managed care support contractors and must meet the cost, access and 
quality criteria used by the contractors. Those VA Medical Centers striking agreements with 
TRICARE contractors would then be available to DoD’s beneficiaries in the same way that 
private sector providers will be available. While this agreement does not automatically treat VA 
Medical Centers as TRICARE providers, for the first time it makes them eligible to apply through 
managed care support contractors to become TRICARE providers. This new effort with the VA 
will be phased in over the next two years 

This VA and DoD agreement, in the form of a memorandum of understanding, and the 
mechanisms it creates become the primary vehicle for VA Medical Centers wanting to provide 
care to DoD’s CHAMPUS beneficiaries 

Why is this agreement so important? Very simply, it exemplifies the way that DoD and 
VA are approaching joint efforts now and into the future. The key is that VA and DoD joint 
efforts be of mutual benefit. 

In this case, VA Medical Centers will benefit because they have the opportunity to attract 
not only more paying patients, but more paying patients who have much in common with the 
veterans already being served, yet present a more diverse set of medical conditions. At the same 
time DoD and its beneficiaries will benefit as beneficiaries have another option for receiving health 
care, in addition to Military Treatment Facilities and private sector health care providers. The 
more attractive, in terms of cost, access and quality, that VA Medical Centers become for DoD 
beneficiaries, the more DoD beneficiaries will choose VA Medical Centers. 
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DoD and VA are working cooperatively at all levels. The above agreement is just one 
example of cooperation at the highest level between the Under Secretary for Health in Veterans 
Affairs and the Assistant Secretary of Defense (Health Affairs). Many joint efforts have been 
operational for some time and many of those efforts reflect cooperation at all levels of both 
agencies. More joint efforts, as are described below, will come in the future. 

Dr. Custis, in his June 199S column in U.S. Medicine, points out that many joint efforts 
are already in place. For years, VA and DoD at all levels have engaged in a wide range of sharing 
arrangements built on the principle of joint efforts for mutual benefit. For example, VA and DoD 
have collaborated in research projects, such as traumatic brain injury, post-traumatic stress 
disorder, alcoholism, AIDS, spinal cord injury and sensory impairments and, most recently, 
illnesses that may be related to service in the Persian Gulf War. 

In the area of sharing health care resources. Public Law 97-174, "The Veterans 
Administration and Department of Defense Health Resources Sharing and Emergency Operations 
Act," was specifically enacted in 1982, to promote cost-effective use of federal health care 
resources by minimizing duplication and underuse of health care resources while benefiting both 
VA and DoD beneficiaries. As a result of this legislation, the Economy Act (Title 3 1 USC) and 
administrative action, the two Departments have shared health care resources. 

Since the 1982 legislation, facility-level resources sharing agreements, ranging from major 
medical and surgical services, laundry, blood, and laboratory services, to unusual specialty care 
services, have shown continued annual growth. In 1984, there were a combined total of 102 VA 
and DoD facilities with sharing agreements. By 199S, that number had more than doubled to 284. 
In two years between FY1992 and FY1994 shared services increased from slightly over 3,000 to 
more than 4000. 

In addition to the hospital-to-hospital agreements, many education and training 
agreements exist between VA Medical Centers and military medical reserve component units. 
Under a typical agreement, a VA Medical Center provides space for weekend training drills. In 
return, reserve persormel serve as supplemental staff For example, the VA Medical Center in 
Tampa, Florida, has training agreements with Army, Navy, and Air Force Reserve units. An 
average of 25 reservists train at Tampa on weekends while simultaneously supplementing VA 
staff. Reservists training at Tampa include physicians, nurses, and medical technicians. Training 
occurs in medical services, shock trauma, aeromedical evacuation, disaster preparedness, surgery, 
psychiatry, pathology and administrative services. 

Also, for several years, the two Departments have pursued a program of joint venture 
construction and operation of hospitals. The first of these was the facility at Kirtland AFB in 
Albuquerque, New Mexico. In this joint undertaking, the Air Force is operating a wing in the 
Albuquerque VA Medical Center. The Air Force also operates a comprehensive health care clinic 
and dental clinic adjacent to the hospital. Through this sharing effort, the Air Force avoided 
approximately $10 million in construction costs and is producing additional savings through 
multiple sharing agreements within the facility. 
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Another joint effort is the new 129-bed hospital at Nellis AFB. The $75 million FY 1990 
Federal Medical Facility which replaced the old Nellis Air Force Base Hospital opened in July 
1994. The Air Force is operating the facility, but VA is staffing its 52 beds. The Air Force and 
the VA estimate aimual savings of almost $24 million and approximately $7 million respectively. 

At the same time, VA and DoD are working together on other potential joint ventures at 
sites such as Travis AFB (California), Elmendorf AFB (Alaska), East Central Florida, Fort Sill 
(Oklahoma), Fort Bliss (Texas) and Triplet Army Medical Center (Hawaii). 

How are we approaching future joint efforts? DoD and VA have decided the best strategy 
is to link our two networks wherever their is substantial mutual benefit. We are aggressively 
fielding that strategy and will continue to do so for the foreseeable future. 

While this may appear obvious, not everyone seems to agree that the criteria should be 
mutual benefit. However, to do otherwise causes problems. There are problems if VA and DoD 
were to pursue joint efforts when one of the agencies and its beneficiaries may see no benefit. 
There are greater problems with pursuing joint efforts when both agencies and their beneficiaries 
may see no benefit. Neither of these latter two criteria is in the best interest of our beneficiaries or 
taxpayers. Instead, since there are more than enough opportunities offering mutual benefit to 
DoD, VA and their beneficiaries, we apply the mutual benefit criteria and focus on those 
opportunities meeting that criteria. 

To provide a better idea of what that portends for the fiiture, it is helpful to cite another 
recent agreement reached between DoD and VA. Under this informal agreement, the two 
agencies laid out those areas which offer the best possibility for mutual benefit. As can be seen 
from the following list, future joint VA and DoD efforts cover significant territory. 
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PRIORITIES FOR JOINT DODA^A EFFORTS 

Health systems development 

• DoD and VA will develop and operate shared facilities and joint 
venture sites. 

• DoD and VA will carry out Joint planning on medical facility 
construction that impacts both DoD and VA beneficiaries. 


Readiness 

• DoD and VA will carry out joint planning for and the development of: 

• The flow of patients (injured active duty troops) within the 
continental U.S 

• Specialized care for specific types of conflict-related injuries, 
e g. spinal cord injury, traumatic brain injury. 

Provision of Care 

• DoD and VA will sign the appropriate agreements and take the 
necessary steps which enable the provision of medical care to DoD 
beneficiaries by VA Medical Centers under the CHAMPUS managed 
care support contracts. (Signed June 29, 1995) 

• DoD and VA will work together to develop arrangements whereby 
DoD beneficiaries can receive appropriate specialized care (e.g. head 
trauma, rehabilitative care) from VA Medical Centers. 

Post-deployment epidemiology, research, evaluation and care 

• DoD and VA will continue their close cooperation on post-deployment 
(including Persian Gulf Illness) research, epidemiology, and clinical 
care. 

Technology/Information Systems 

• DoD and VA will develop joint and coordinated efforts with regard to 
a) developing telemedicine as a means to improve readiness and patient 
care, b) improving interoperability and interconnectivity between VA 
and DoD services, and c) providing information management support 
for joint ventures 
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With this as our joint strategy for the future, let us return to the issue of how our two 
networks should be linked. In this, we share the caution put forward by Dr. Custis. As he stated, 
“this is not to propose a single monolithic Federal Medical Service.” On that point we concur. 

So what are we not only proposing, but actually implementing? 

Paralleling what the DoD is doing within its own Military Health Services System, the VA 
and DoD are moving forward jointly on the development of their respective health care systems. 
Each agency is heavily involved in reinventing their health care systems. 

For VA, that means the activation of the Veterans Integrated Service Networks (VISNs) 
along with a sweeping reorganization of the VA headquarters. Beginning in October of this year, 
the structure of both the field and headquarters of the Veterans Health Administration (VHA) will 
be significantly changed, In the field, the former four-region structure will give way to 22 smaller, 
more cohesive VISNs. These networks were chosen according to existing patient referral 
patterns, and groupings of facilities and patients sufficient to provide comprehensive services. 

The facility directors will collaborate with the VISN director to provide cost-effective care and 
improved patient services, and to pool resources to expand access of care to veterans. Each 
VISN will be headed by a director, who will have operational control, strategic plarming and 
budgetary responsibility over all the patient care facilities and service providers in the network. 

Commensurate with this decentralization of day-to-day decision making authority will be a 
re-engineering of VA headquarters, which will shift its focus to systemwide issues and the 
important function of governance of the system. This reorganization of VHA will improve 
efficiency, boost accountability and enhance customer service. 

For DoD, reinvention, in part, means the development of TRICARE. TRICARE is DoD’s 
regionalized managed care system, serving active duty troops and their families and retirees and 
their families. Moving away from the traditional workload based system, TRICARE moves 
toward capitation. Under capitation, the system will focus on funding Military Treatment 
Facilities and managed care support contractors per etuolled beneficiary rather than on the 
number of visits or bed days. With that change, the incentives change for military providers and 
the private sector, as managed through the managed care support contractors. Providers will 
need to be concerned about the total care of a beneficiary, not just for this current episode and not 
just for current year, but potentially for year after year. Preventing illness and injury becomes 
very important. Beneficiary satisfaction with access, cost and quality become more important. 
More cost-effective management of the Military Health Services System and its Military 
Treatment Facilities becomes more important. 
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DoD made a fundamental decision as to how to bring about this change. This change was 
to result from a joint effort of the Army, Navy, Air Force and the Office of the Assistant Secretary 
of Defense (Health Affairs) (OASD(HA)). “Joint” is the key term. After all, that is how DoD 
carries out its militaiy missions. That is how DoD is carrying out its health mission. Under the 
joint approach, the Military Services and the OASD(HA) retain their respective missions, 
identities, cultures, and strengths. Whenever it is to their mutual benefit, as is the case with the 
new TRICARE program, they join forces and work side-by-side. 

So it is with the VA and DoD. They have joined forces and are working side-by-side. 

Both retain their identity and culture. Both play to their strengths. Both cany out their assigned 
mission. Both must be responsive to the American taxpayer. Both ensure that their respective 
beneficiaries are cared for. 

Again, joint efforts are best built on the principle of maximizing mutual benefit. For DoD, 
VA and their beneficiaries, joint efforts have been and will continue to be of mutual benefit. 
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Department of Veterans Affairs 

Medical and Regional Office Center 
292S OeBarr Road 
Anchorage AK 99508-2989 


Irt Reply Refer To; 

STATEMENT OF AL M. POTEET III, DIRECTOR 
ANCHORAGE VA MEDICAL AND REGIONAL OFFICE CENTER 
BEFORE THE 

SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
COMMITTEE ON VETERANS' AFFAIRS 
UNITED STATES HOUSE OP REPRESENTATIVES 
OCTOBER 18, 1995 


Mr. Chairman and Members of the Subcommittee, I am here 
today at the request of the Subcommittee to share with you the 
experience of Che Anchorage VA Medical Center (VAMC) relative to 
our sharing agreement and joint venture with the 3rd Medical 
Group, Elmendorf Air Force Base (EAFB) . 

Alaska, because of its immense size, distance from the 
Continental United States, and high cost of living, presents a 
variety of challenges to cope with as we deliver health care to 
our beneficiaries. For example, Alaska's land mass is twenty 
percent of the entire United States. Road systems are sparse, 
only one two-lane road connects the state's two largest cities. 
Anchorage and Fairbanks. Alaska is one of only two states in the 
country, the other being Hawaii, without a VA inpatient facility. 
VA is responsible for meeting the inpatient health care needs of 
Alaska's 72,000 veterans. This is done through direct provision 
of outpatient services at the VA clinic and through coordination 
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of the care by obcalolng needed health aervlcee from other Vh 
Medical centers, the private sector and federal sharing. Vh's 
sharing agreement with the Air Force represents 3.5 percent of 
the $26 million dollar budget for purchasing non-VA health care 
services . 

As a means of trying to meet the health care needs of 
Alaska's veterans, the VAMC Anchorage Is In the process of 
planning a joint venture with the 3rd Medical Group, Blmendorf 
Air Force Base. This venture will be fully realised with the 
completion of the $1S£ million replacement hospital In late 1998. 
In FY 95, the VA provided approximately $11 million coward the 
construction of this Air Force facility. This will afford VA the 
use of 18 of Che no authorized beds, we have recently activated 
a Joint Venture Planning Committee to develop operational plans 
for the Implementation of the joint venture. 

VA' s current experience with Blmendorf is through our 
existing sharing agreement. VA's sharing agreement with the Air 
Force has resulted In many enhancements to Che delivery of health 
care to Alaska's veterans. For exan^le, through our sharing 
agreement with the Air Force, VA was able Co obtain selective 
inpatient and outpatient services and special medical procedures 
from the Air Force at a cost of approximately $i million chat 
otherwise would have cost VA approximately $1.8 million to 
procure from the private sector. Through the sharing agreement, 
VA obtains emergency room services from the Air Force at a 
considerable coot savings. VA's negotiated charge for emergency 
••rvicee Is $79 per visit with the Air Force, cceipared with an 
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average cost of over $300 per emergency room visit from the 
private sector. A recent Air Force study indicated that when 
veterans utilize emergency room services, forty percent of these 
visits result in hospital admission. Having Che patient created 
first at Blmendorf, enhances VA's ability to cost effectively 
manage the care. 

VA' s sharing agreement also provides VA physicians with the 
opportunity to interact with inpatients at Elmendorf. This type 
of Inpatient experience is invaluable to VA physicians in 
maintaining their clinical shills. 

The Air Force has recently installed a new magnetic 
resonance imaging (MRI) scanner . This month VA will begin 
utilizing MRI services. This was only possible through the 
pooled patient volume of the sharing agreement. This radiology 
agreement, which also includes con5)uterized tomography (CT) , 
mammograms, and ultrasounds, is projected to save VA $335,000 in 
Che first year. 


While the sharing agreement offers VA opportunities to 
procure selected services at reduced costs, this arrangement is 
not a con^rehensive solution to meeting Alaska veteran's health 
care needs. In order for the sharing agreement and/or the joint 
venture to realize its potential, that of providing for the 
con 5 )r 6 hensive health care needs of federal beneficiaries, some 


critical barriers must be overcome. These barriers include: 
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o conclnulcy of VA care is often jeopardized due to 
fluctuating access to Air Force medical specialties at 3rd 
Medical Qroup. 

o Air Force does not offer the wide range of specialties 
needed by the older and sicker VA patient population. 

o Air Force facilities have little incentive to treat VA 
beneficiaries since their budget appears to be adjusted annually 
to offset VA reimbursement. 

o Hissions differ dramatically between VA and Air Force. 

The Air Force is primarily concerned with readiness and combat 
support. VA has a ongoing mission to meet the health care needs 
of Che veteran. 

o Delays In receiving care are more serious in VA'e 
population. Ibis exacerbates the continuity and staffing issues. 

o Very different organizational cultures exist between the 
two agencies resulting in very different expectations. 

o Discharge plaiuiing and ongoing support system needs 
differ dramatically due to the very different psychosocial needs 
of the VA population can(>ared to the Air Force population. 

o The joint venture apparently lacks a clear coninlcmenc of 
resources to support the activation which complicates planning. 

o Commitment at the management level can be reached but 
often times break down during the execution phase. 

While these obstacles make establishing a successful joint 
venture difficult, it is my belief that we can overcome them 
through a renewal of commitment by VA and DoD at the highest 
levels, to facilitate and support the joint venture process. This 



is especially Important in a time of uncertain budgetary 
allocations. 

In closing, Alaska VA has entered Into a federal health care 
partnership with Indian Health Service, Coast Guard, and the 
Department of Defense, which will be a model for sharing within 
the federal sector. Attached to my statement Is a copy of the 
partnership joint logo and memorandum of understanding which Is 
part of an 80 page document. 

Thank you very much for inviting me to testify today. I 
would be happy Co answer any questions the Subcommittee Members 
may have. 


Attachment 
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ALASKA 

FEDERAL HEALTH CARE PARTNERSHH* 

7 AUGUST 1995 


We, representatives of the Alaskan medical facilities of the Indian Health 
Services.^ Department of Veterans Affairs, Coast Guard, Army IVIei^ie^l 
Department Activi^Alaska (MEDDAC-AK), and Air Force, have ^ahjished 
a formal health' ears partnership to better serve the needs of our customers. 

With the signing of this dbrament s^e endorse the plan, its policies' ai^d 
principles, and h^eby authorize the establishment of the Joint Execute 
Committee and the Strategic Planning Committee for the purposci^ of pian 
oversight 



G.G. PIChI, HADM..USCG 



ALONZO M. POTZET m 
ptreelor, VAMAROC 


DON A. LAWRENCE, CpI, USAF, FS 
Commaoder, 3S4lb Medical Group 



RICBARD MANDSAGEl^ RADM< FHS 
Director, Alaska Native Medical Center i 


ALAN G.mWCH, Colonel, USA, MC 
Commander, USA MEDDAC-AK 



KENNETH F. STEEL, Col, USAF, MC, SFS 
Commander, 3rd Medical Group 
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STATEJsffiNTOF 

ALAN G. Harper 
MEDICAL CENTER DIRECTOR 
DEPARTMENT OF VETERANS AFFAIRS MEDICAL CENTER 
DALLAS, TEXAS 
BEFORE THE 

SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
HOUSE OF REPRESENTATIVES 

OCTOBER 18, 1995 

Mr. Chairman and Members of the Subcommittee; 

I am pleased to have the opportunity to discuss the Dallas Department of Veterans Affairs 
Medical Center's participation in TriCare. This joint venture represents a significant 
opportunity to build upon and complement our existing sharing initiatives with DoD. 
Currently, we are working in close cooperation with Foundation Health Corporation as the 
DoD regional managed care contractor. In this process, we have enjoyed the suppon of VA 
Headquarters, DoD Health Affairs, and Foundation Health, as we prepare for network 
participation in November 1995. As an alternative choice to DoD's TriCare beneficiaries, the 
Dallas VA Medical Center and our Fort Worth Satellite Outpatient Clinic (OPC) will provide 
accessible, high quality, and cost-effective care, consistent with DoD criteria and community 
standards. Our participation as a TriCare provider highlights the natural relationship between 
VA and DoD beneficiaries who share the common bond of military service. It is also on this 
basis that we have received the unwavering support of both the Greater Dallas Veterans 
Council and Tarrant County Veterans Council as we enter into this initiative. 

Significant benefits are associated with our participation as a TriCare provider. Of first and 
foremost importance, is the opportunity for revenue generation. In these times of scarce 
resources, it is imperative that we have the ability to generate supplemental funding in support 
of enhancing veteran access to care. The revenue generated from our participation will be 
reinvested to expand health prevention and screening initiatives, community access to primary 
care, and the overall scope and level of services available to veteran beneficiaries. These 
advantages to our VA beneficiaries, and improved access and cost-effectiveness of care to 
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DoD, piovide a win-win situation for our two federal agencies. Sceondarily, the more diverse 
array of medical conditions associated with TriCare beneficiaries, will expand the training 
cApcricuccs available through our graduate medical education, nursing, and allied health 
training programs. The increasing incidence of high rislc multi-system disease in our veteran 
beneficiaries can be offset by a younger and healthier TriCarc population of rolotively lower 
risk. Balancing patient risk is paTticiilarly important in managing outcomes in cardiac surgery, 
organ transplantation, and other procedure-based programs. Job satisfaction and the 
recruitment and retention of highly qualified health care professionals will also be enhanced by 
tire enriched clinical practice afforded by this diverse casc-mix. While our medical center 
eunently treats women veterans and (.IH AMVVA beneficiaries, the anticipated Influx of women 
bcueficiaues under TriCarc will generate new economics to support the development of 
additional in-house services on the basis of cost-effectiveness. 

As an overview to our participation as a TriCarc provider, we recognize the divergent 
healthcare missions of DoD and VA. To maximize DoD's primary role of defense and VA‘s 
basic mission of health care, efforts should be undertaken to capitalize on our respective 
strengths by classifying VA health core facilities os 'DoD Priority Pbovideis" (DPPs) solely for 
the purposes of iriCare participation. Classification as a DPP would be based upon cost 
incentives to DoD, and would permit VA facilities to assume a more front-line position and 
expanded role withm the. managed care contractor's provider network. Under ibis concept, the 
contractor would be required to establish referral mechanisms to ensure optimal utilization of 
VA as well as DoD MTF facilities and resources. MTFs would be contacted as "first-line'' 
providers, followed by VA facilities as "second-line" providers, to determine capacity before 
referring TriCare beneficiaries to civilian providers. Clearly, the issues and details associated 
with the concept of classifying VA health care facilities as DPPs for the purposes of TriCare 
participaiion require joint discussions between VA and DoD. However, the implications of this 
concept based on cost-effectiveness, quality patient nutcomes. and advantages 10 VA and 
DoD's icspccli VC beneficiary populations must be appreciated and undeiscored. The Dallas VA 
Medical Center and oiu Forth Worth OPC would welcome the opportunity to panicipaie with 
the Lead Agent's office in DoD Region VI in piloting the DPP concept as a "joint 
demonstration project" 

't hat mndude,s my suttement, Mr. Chairman. I will be pleased to answer any questions you or 
members of the Subcommittee may have. 


ttt END OF DOCUMENT 
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TESTIMONY BEFORE THE 

SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
HOUSE VETERANS AFFAIRS COMMITTEE 
OCTOBER 18, 1995 

BY 


JAMES A. CHRISTIAN. FACHE 
DIRECTOR, VA MEDICAL CENTER 
ASHEVILLE, NORTH CAROLINA 


Mr. Chairman, thank you for the opportunity to provide testimony on this 
important issue of VA/DOD sharing. I currently serve as director of a 275 bed VA 
medical center, with a 120 bed nursing home. Last year we treated 6000 inpatients and 
approximately 90,000 outpatients. Our hospital is affiliated with Duke University and we 
provided all levels of care including heart surgery. Our veterans come to us from western 
North Carolina, Tennessee, Virginia, and upstate South Carolina, and our service area 
includes over 1 00,000 veterans. It is particularly important for you to know that a large 
number of military retirees are located in this region, yet there is no direct military health 
care facility nearby 

Many of these military retirees had expressed frustration in their inability to obtain 
health care at the VA Medical Center Asheville. They are non-service connected and 
above the means lest eligibility. In 1992 1 appeared before this committee expressing our 
desire to serve these veterans under a sharing agreement with the Department of Defense. 
In the fall of 1 992, you authorized the VA to establish some pilots to allow CHAMPUS 
eligibles to be served by VA medical centers on a space available basis. Our hospital was 
selected for such a pilot, and it began in March, 1994. 

We have now had over one year’s experience with the pilot and 1 would like to tell 
you about our experiences First and most important, no veteran has been restricted from 
access to care because of this pilot We set up a primary care clinic for CHAMPUS 
patients and currently have 780 beneficiaries enrolled in this clinic The staffing is 
supported from revenue received from DOD, other insurance sources, and patient 
payments Where we have specialty clinics that are filled, we refer CHAMPUS patients to 
local providers However, the primary care clinic provides a full range of services to 
CHAMPUS beneficiaries including diagnostic evaluations, screening tests such as pap 
smears, care for short-term illnesses as well as maintenance therapy for chronic diseases. 
The clinic is staffed by a physician, a physician’s assistant and a registered nurse who see 
patients 2 full days and 3 half days per week. This clinical team is able to treat 18 new 
patients and 49 e.stablished patients each week 



We have found there are numerous opportunities to provide services to this 
population of patients We currently have over 1630 CHAMPUS beneficiaries who are 
registered in our CHAMPUS program with an average of 66 new registrants each month. 
Many of these beneficiaries continue to receive care from their private sector providers but 
choose to have their prescriptions filled and obtain diagnostic studies such as x-rays and 
laboratory tests at the VA 

Inpatient treatment is also available to CHAMPUS beneficiaries. Since the 
program’s implementation wc have admitted 55 patients for a variety of problems 
including cancer, acute pulmonaiy disease, and gynecological disorders 

Under this pilot program we have agreed to accept a discounted CHAMPUS 
reimbursement rate which affords cost savings to DOD. CHAMPUS beneficiaries also 
benefit from this agreement because their cost-shares are based on a percentage of this 
discounted rate. We have received in excess of $482,380 in revenue from insurance 
payments and beneficiaiy cost-shares and co-payments. Although we experienced 
administrative and clinical growing pains which are inherent in any new endeavor, we have 
reached a point in this program where the efficiency of our operations has increased and 
we are realizing a return on our investment in the form of revenues in excess of costs. The 
ways in which this revenue can be used to benefit our veteran population is currently being 
evaluated 

Because of this pilot, Asheville has been invited to meet bimonthly with Region 2 
DOD hospital commanders We have developed a Memorandum of Understanding that 
promotes sharing in our new network of hospitals, and sets forth guidance for expanded 
relationships We see a real opportunity to continue to work together to better serve both 
of our beneficiaries For example, we have proposed a clinic to be established in 
Charlotte DOD and ihe VHA have no facilities in Charlotte and no managed care 
contract. Why not jointly establi.sh a solicitation to local providers to provide care for VA 
and DOD beneficiaries^ 

The VA’s primary' mission is healthcare. We recognize DOD's primary mission is 
providing for the defense of the country, not healthcare Health care for retirees and 
dependents is but a very' small part of DOD’s operational activities Although we both 
have the same objective to provide care to those for whom we are responsible, we seem to 
be working at cross-purposes In this endeavor. In consideration of this, we would like to 
note some of the major barriers 10 expanded sharing between VA and DOD facilities are: 

1 . FTEE resiriction.s limit our expansion of internal VA resources even though 
funds come from DOD 

2. The vanous uniformed services control DOD CHAMPUS funds but there is no 
uniformity for V A to be reimbursed by a DOD medical care facility 
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3. Many barriers to VA sharing at the field level are caused by the apparent 
problems of the DOD services/Health Affairs in transferring CHAMPUS dollars to VA. 
DOD insists billing for services must go through fiscal intermediaries. DOD Health 
Affairs is reluctant to move to large scale implementation of pilots similar to our Asheville 
model If the region lead agents could control the CHAMPUS funds for all services in the 
entire region, sharing would be greatly facilitated. 

4 Finally, there appears to be at DOD a reluctance to expand the sharing 
program. This may be due to the institution of the contractor oriented Tricare program, 
but the 172 VA hospitals and their strategic locations throughout the country should not 
be discounted. Most commanders and VA medical center directors are ready to share 
sites and facilities, but the programs will never happen effectively unless there is an 
efficient way to transfer resources, particularly in the CHAMPUS area. 

I appreciate the opportunity to provide remarks and would be happy to answer 
questions. 
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KB. CHAIBMAN AND KEHfiERS OF THE SOBCOMKimS: 

Good afternoon, I aa very pleased to be here today to share vith you ay 
experiences at the Albu<p}ergue VA Hedlcal Center and the VA Central Texas 
hedical Centers concerning joint ventures and the VA'fi participation in TRICARE. 
I appreciate your interest In VA healthcare and our close working relationship 
vith the Department of Defense in both Joint ventures and TRICARE. 

I vas the Director of the Albuquerque VAKC froB February 1990 to April 1995. 
During Bty tenure as Director, the Albuquerque Va Hedical Center experienced 
controlled growth In the number of DOD beneficiaries treated through our Joint 
Venture Arrangement vith Kirtland Air Force Base Hospital. 

Because VA facilities retain the revenues generated by VA/DOD sharing, I vas 
able to expand the Vomen's Health Prograa to a state of the art program. I vas 
also able to hire additional medical staff to supplement existing programs and 
greatly reduce patient waiting time for creatmeot, for both our Va and DOD 
patients. 

Joint ventures between Department of Veterans Affairs and Department of Defense 
facilities make sense. Since the initial Joint venture in Albuquerque in 1987 
there have been a number of other joint ventures that have taken place, vith a 
varying degree of success. Success to me means improving patient access to care 
and improving the quality of care provided in a fiscally responsive manner. 

One part of the reason for the success at Albuquerque is that the VA hospital is 
a full service, tertiary care medical Center that offers veterans a full ' 
spectriua of primary and speciality care. Vhen girtlaod Hospital collocated vith 
the Albuquerque VA. DOD beneficiaries immediately had access to all the services 
of a tertiary medical facility. If one Joint venture partner i$ a tertiary 
facility the Joint Venture has a better chance of success. This Is because that 
partner can offer extensive services that aeet the needs of the other partner. 

Prior to the initiation of any Joint venture there must be a careful assessment 
and clear goals established jointly by VA and DOD. Some of the more challenging 
issues facing decision makers in regards to proposed Joint venture sites will be 



99 


bllliog and costing issues, dusl nligibl* veterans, nanpovei issues, and 
coBputcr Issues, just to nsae a few. 

On October 6, 1995, Foundation Health Corporation covisued the Central Texas 
Medical Centers' ccedentialing and privileging progran. The sunaarp report iron 
their review indicated 100 percent cosqiliaace with full delegation of 
credsntialing and privileging granted. On October 16, 1995, nenbers of np staff 
net with Foundation Health staff in Dallas, Texas, to review our proposal to 
provide care to eligible TRICAKE beneficiaries. Ve are in the process of review 
at this tine. 

The Central Texas Medical Centers (fomerly the Tenple, Vaco, and Marlin VAHCs, 
the iustin Satellite Outpatient Clinic, and tba Hanilton Outpatient Clinic) in 
Central Texas, is a newly integrated nedlcsl facility authorised to operate 
1,503 hospital beds. The bed conposition Is 720 in Intemediate Care, 342 in 
Medical, 319 In Psychiatry, 107 In Surgical, and 15 in a Blind Kebabllltatlon 
Unit. Extended geriatric care is provided in two Mursing Hone Care Dnits with a 
total of 280 beds. Long ten rehabilitative care is provided in a Doaiciliary 
with a total of 408 beds. 

Ttie Olln E. Teague Veterans' Canter, Taagile, provides the surgical, acute 
■edical, eaergency, and speciality care support to Vaco, Marlin, and Teoplc. 

The Vaco TiMC is a Special Kefcrral Facility and provides Tenple, Marlin, and 
Austin with long-tem psychistric care support. The Ibooss T. Connally TAMC, 
Marlin, will provide Vaco, Tenple, and Austin with IntenicdlAtn and Extandad 
Care Support. The Austin Satellite Outpatient Clinic is a najor provider of 
prinaxy care and speciality care to a growing veteran population of 
approximately 100,000 in the counties surrounding the State Capitol. 

A $49.7 nillion delegated najor construction project *Bed Replncenent Building* 
is under construction st the Tenple Integrated Facility (ICF). It will provide 
rcplacaswnt bed space for 300 beds, prisnrily nedical, now housed in substandard 
facilities. Tsrgat coapletion date is July 1997. A Minor Construction Project 
to create approxinateiy 18,000 square feet of outpatient space has been approved 
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for Che Tenple ICF and will be built coocurrenc vlth the Bed Beplacement 
Building. 

The yaco IC7 is just completing a series of major construction projects 
totaling $10 million. For the past 10 years patient care buildings “^ere have 
been undergoing major renovation to bring them up to a "state of the art’ 
condition. One of these buildings is a new Outpatient Clinic for delivery of 
Primary Care. Construction is presently underway to refurbish Building number 7 
to accommodate 100 psychiatry beds and 15 Blind Sehabilitation beds. 

The Harlin ICF Is also under renovation. The 5th floor has been totally 
renovated and expanded- This project corrected patient privacy deficiencies and 
provides for the upcoming conversion of this patient ward area to a 40>bed 
nursing hone care unit. Planned is the conversion of space on the first floor 
to accoBOodate more primary care clinics, and a $2*'3 Billion renovation of the 
3rd and 4th floors. 

The Austin ICF has broken ground for an 8,800 square foot addition to the 
current 48 <000 square foot Outpatient Clinic vhich vill add much needed clinic 
space. The target completion date is summer of 1996. 

The Temple ICF impleaented Primary Care in October 1994 vlth three integrated 
teams. Other programs, services, or changes in the planning include: Spinsil 
Cord Injury Outpatient Clinic, Hospice Quit, Neuropsychology Lab, Ambulatory 
Surgery, Cardiac Cath Lab, and ln>house Kadiotberapy and HRI prograns. 

The UaCo ICF started an Intensive Psychiatric Community Care (IPCC) program with 
Dallas in April 1995. Also, a nev Primary Care program vas started in a 
recently renovated Building. 

The Harlin ICF has implemented Primary Care and continues to operate the mobile 
clinic program to outlying areas In Central Texas. 

Central Texas Medical Centers will provide a full range of inpatient and 
outpatient services (excluding services that currently do not exist such as 
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pediatrics and adolescent psychiatry) with pharmacy capabilities. Tertiary care 
vill be provided at the Temple Integrated Clinical Facility (ICF), while 
inpatient Psychiatric care vill be provided in Vaco ICF. Temple ICF, Vaco ICF, 
Marlin ICF, Austin Satellite Clinic and Uaallton Clinic have primary care 
components. 

As you can see the CTMC has a lot to offer the currently overcrowded and 
medically stretched nearby military facility. 

The TRICAfiE workload vill be Integrated with existing veteran workload at all 
sites. This integration of workload vill eliminate any perception of dual 
Standards of care. For individuals with dual VA and TRICAKE eligibility^ 

Central Texas Medical Centers will be responsible for ensuring that an 
individual veteran's oon-discreclonary VA benefits are exhatisted before 
utilizing their CHAMPUS benefits. Vltb regard to individuals with dual VA and 
TRICAHE eligibility, Central Texas Hedical Centers will be responsible for the 
following beneficiary care: all care for mandatory/non-discretionary veterans j 
all care for veterans for service-connected conditions; and care for any veteran 
which is a continuation of care for a condition previously under treatment. 

In smsmary Hr. Chairman, I believe that joint ventures and sharing programs 
between the Department of Veterans Affairs and Department of Defense are good 
for patient care and good for veterans' programs. I also feel that the 
Department of Veterans Affairs should be participating in the POD TEICARE 
program. Hr. Chairman, X appreciate this opportunity to discuss healthcare 
programs at the Albuquerque VA Medical Center and our Central Texas Medical 
Centers. 1 vill be pleased to answer any questions you may have. 
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Mr. Chairman, the Non Commissioned Officers Association of the USA (NCOA) is particularly 
pleased to offer testimony on the subject of health care cost sharing between the Departments 
of Defense and Veterans Affairs. The Association salutes the distinguished Subcommittee 
Chairman for scheduling and holding this hearing. 

As a point of departure for our comments Mr. Chairman, NCOA wishes to restate a position 
that the Association has voiced many times previously. 

NCOA has and will continue to support sharing arrangements and aereements 
between POD and DVA that are mutually beneficial to both departments* 
henenciaries. 

In restating our position on sharing agreements between DOD and DVA, it is important that 
NCOA amplify one other central point that is implied though not explicitly contained in the 
above statement. 

NCOA believes stronfU fftoT dispassionate, obiectiyt fairness mu st vrevail in 
striving to eouitablv meet the federal obUeation to each depanmentls 
beneficiaries. 

Having reiterated the Association’s basic position on sharing agreements between DVA and 
DOD, NCOA will confine its testimony to one issue. Although the subject of sharing 
agreements is much broader in scope, NCOA will comment only on an area that pertains to the 
relative equity accorded to different categories of veterans within the VA. In so doing, the 
Association believes that sharing agreements have a great potential to honor more fully medical 
care commitments that were indeed made to a category of beneficiary that has eligibility under 
both the DOD and DVA systems. Yet, for all intents and purposes, the doors to health care 
in both the DOD and DVA systems are essentiaUv closed for these individuals - the military 
retired veterans. 
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Therefore, NCOA’s testimony this morning will discuss the military retiree and TRICARE in 
the context of sharing agreements and, in particular, the Memorandum of Understanding (MOU) 
between DOD and DVA that was signed on June 29, 1995. That MOU enables DVA medical 
centers to become eligible for reimbursement for health care provided to Civilian Health and 
Medical Program of the Uniformed Services (CHAMPUS) beneficiaries. Although the 
population of CHAMPUS beneficiaries is much larger, NCOA will focus on the military retired 
veteran in relation to this hearing. 

The June 29, 1995, MOU makes DVA medical centers eligible to apply through DOD’s 
managed care support contractors to become TRICARE providers. The military retired veteran 
can continue to use military treatment facilities (MTF) and private-sector providers, or those 
who prefer care from a DVA medical center, can be referred to or choose a TRICARE-approved 
DVA provider. Under the MOU, the cost to the military retired veteran will be the same as for 
a private-sector provider. 

NCOA salutes this initiative to provide military retired veterans with an additional health care 
alternative. The Association is disappointed, however, with both DOD and DVA because the 
best interests of military retired veterans have not been weli*served under the terms of the MOU. 
NCOA is referring to the cost that the military retired veteran will incur if care is provided in 
a DVA medical facility. Under the MOU, federal DVA facilities are viewed as private-sector 
providers and the cost to the military retired veteran will be the same as if care actually had been 
provided by the private-sector. 

As g matter of equity among the Nation's veterans and other federal 
beneficiaries. NCOA is opposed to any arraneement that requires co-payments 
from military retirees for medicai care received in a federal facility. It is 
particulariv insulting to the Nation*s cateporv of longest serving veterans that 
DVA and DOD would enter into such an arransement. It escapes loeic that 
DVA is being viewed as a privafe-sector entity. It’s as thoueh DOD has ignored 
their end of the obUeation. And, it’s as thou 2 h the military retiree is a veteran 
of the lesser order in VA. 
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To amplify NCOA’s opposition to DVA co-payments for the military retired veteran, the overall 
picture of how the DOD and DVA systems currently function and who is provided care and at 
what cost must be viewed in its entirety. 

The military retired veteran retains eligibility for care in the MTF system. That eligibility is 
predicated on the availability of space and resources in the MTF. Between 1988 and 1997, 
when base closures and realignments that are currently planned will be completed, DOD will 
have cut one-third of its medical facilities. DOD is being required, through lack of funds and 
force reductions, to systematically dismantle a great medical system that has been a national 
treasure. In the real world, the space and resources to treat military retirees in the DOD 
system has iust about evaporated. The situation is only eoine to worsen in the years ahead. 


The military retired veteran with service-connected disabilities is also eligible for treatment in 
the VA for conditions related to military service. Under current eligibility rules that govern 
VA health care, the military retired veteran may be treated by VA on a space available basis for 
conditions that are non-service connected. In these instances, the military retired veteran must 
be able to cover the cost of such treatment in some manner. 

The recourse for the military retired veteran when MTF space and resources are not available 
is to seek care elsewhere utilizing their CHAMPUS eligibility. For care received outside the 
MTF, the military retired veteran is required to share in the cost of that care. 

In the total picture of the DOD and DVA systems, it is a matter of ^reat sieniflcance as to how 
the military retired veteran is cast aside upon attaining the aee of 65. Military retirees lose 
virtually all of their health care options at aee 65. They are denied health care in the MTF's 
and, since they lose CHAMPUS elmbility at that ape, the DVA option will no loneer exist, 
except for care for service-connected disabilities. The federal government has told the category 
of longest serving veterans, the military retiree, that MEDICARE, with its attendant costs and 
limitations, is fulfillment of any perceived obligation at age 65. 
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POD likes to sa\ it takes care of its own and eoes to ereat lengths to sav that the military 
retiree is still a part of the milUarv family. That*s true insofar as these people remain a part 
of the Nation's mobilization base. Yet, when it comes to health care military retirees are at 
the bottom of the priority iist. In NCOA’s view DOD and CHAMPUS have failed in their 
obligation to military retirees. Many doctors simply refuse to have anything to do with 
CHAMPUS. 


The reality of health care for military retirees as depicted above is the reason 
that NCOA finds the terms of the June 29. 1995. MOV between DOD and DVA 

59 dimrhins, Where an opportunitv exists to honor an obH 2 ation. or more 

precisely a promise for health care without cost, the DOD and DVA consider it 
entirely appropriate to impose deductibles and co~pavments upon its cateporv o f 
longest serving veterans. NCOA and military retirees could more easily accept 
this co’pgyment arraneement for military retirees if in fact, all other veterans 
who receive VA care for non-service conditions were subjected to the same or 
similar standards. 

But, that is not the case. The majority of the medical care now provided bv the VA is for non, 
serviced connected conditions and is provided.wiibout cost to the veteran. Free care can be 
obtained in the VA system for conditions that are not even remotelv_relatedAo military service • 
for example, AIDS, drug or alcohol treatment. Nursing home and domiciliary care can and is 
provided without cost in the VA system to non-service connected veterans who may have only 
a small fraction of the years of military service when compared to the military retired veteran. 

Yet, the non-service connected military retired veteran is classified as 
discretionary and space available in both the DOD and DVA systems with the 
added beneTu of deductibles and co-pavmeats in DVA. In effect, we have a 
federal DVA system that tends in many cases to reward irresponsibility while in 
effect punishing responsible, lone-term, faithful military service. 
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As a recognized and fully-accredited veterans service organization, NCOA understands the 
mission and obligation of the DVA to the Nation’s veterans. Above all else and without 
question. DVA has an unatterahle obligation to vetemns with service-connected disabilities 
includine the unique and specialized services provided by that Department. It is also clear to 
NCOA that the milUarv retired veteran served under a promise thev believed to be an 
unalterable federal oblieaiion. It is more than a tittle troubling that POD and DVA deem it 
a ppropriate and necessary to require eo-pavments from the non-service connected militari 
retired veteran while a similar requirement is considered outrageous for other non-service 
connected veterans who mav have onh one-fifieenth. one-twentieth or one-thirtieth of the years 
of military service. 

NCOA wants to be clearly understood on the point we are striving to make at this hearing. 
NCOA does not have any quarrel with any care that is provided by VA to any veteran. As a 
veterans organization, NCOA has steadfastly argued for resources to adequately meet the needs 
of all veterans. As an Association, we will continue to do so. In so doing, we willooi overlook 
the militarf_r etiree as a stakeholder in the VA system. 

Therefore, NCOA believes it is necessary to remind the Subcommittee, DOD and DVA that 
military retirees are veterans too. Despite amuments to the contrary, a crystal clear federal 
obli ffotion was made in exchange for career military senice. ft savs a lot about DOD and 
DVA when these two Departments cannot work together to honor the federal commitment to 
military retired veterans - that of lifetime health care, without cost. 

In the overall context of the DVA medical system, NCOA asks that the Subcommittee address 
this issue of charging military retired veterans for treatment received in federal DVA facilities. 
Secretary Brown has stated that veteran health care should be considered as part of the cost for 
the national defense. Perhaps, the Distinguished Chairman of this Subcommittee can persuade 
the Secretaries of Defense and Veterans Affairs to work together to fulfill promises that were 
indeed made. 

ITiank you. 
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Mr. Chairman and Members of the Subcommittee: 

The American Legion appreciates the opportunity to 
comment on the status of the Departments of Veterans Affairs 
(VA) and Defense (DOD) health care sharing agreements and 
other matters. This hearing offers an excellent occasion to 
examine the complexities and the mutual helpfulness of VA 
and DOD resource sharing. 

To promote greater sharing of health care resources 
between VA and DOD, Congress enacted Public Law 97-174. The 
law authorizes VA and DOD to enter into medical sharing 
agreements with facilities of the other agency. More 
specific legislation, Public Law 99-576, encouraged VA/DOD 
Joint Venture hospital construction, and Public Law 102-585 
authorized a pilot program for the Department of veterans 
Affairs to treat CHAMPUS-eligible beneficiaries at the 
Asheville, North Carolina VA medical center. 

The Departments of Veterans Affairs and Defense also 
signed a Memorandum of Understanding (MOU) in June 1995, 
that allows VA to become part of the provider networks under 
DOD's TriCare programs. 

Through the end of Fiscal Year (FV) 1994, sharing 
agreements were in place at 144 VA facilities and 140 DOD 
health care treatment facilities. These facilities have 
negotiated 670 sharing agreements, representing 4,170 shared 
services. Due to a decline in available DOD health care 
treatment facilities, brought about by base closings and 
facility realignments, there was a 19% increase in shared 
services over Fiscal Year 1993. During FY 1994, VA provided 
approximately $30 million in services to DOD and purchased 
about $19 million from DOD. 

The American Legion has supported both the sharing of 
services and resources between VA and DOD, and we support 
the VA/DOD Joint Venture hospital, construction program, 
provided the VA and military medical facilities maintain 
separate identities for the purpose of carrying out their 
distinct missions. The American Legion has some concerns 
about the current course of the Joint Venture projects and 
some concerns about the effect of military downsizing on the 
ability of DOD to continue its long-standing mission of 
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providing care to active duty military and retirees and 
their beneficiaries. 

First and foremost, VA and DOD have different health 
care missions and constituencies. Combined, these two 
federal departments receive over $30 billion in annual 
appropriations to provide health care services to their 
respective constituents. Obviously, these departments must 
utilize their resources in the most cost-effective manner, 
and by sharing resources, where possible, military and VA 
hospitals can treat patients more efficiently. 

Both the VA and DOD health care organizations are 
undergoing tremendous change. VA, under the leadership of 
Dr. Ken Kizer, has launched its new field reorganization, 
the Veterans Integrated Service Networks (VISNs) , and DOD 
has begun implementation of its TriCare program. Both of 
these systems are designed to facilitate better service to 
patients and to maximize resources. Where feasible, it 
makes sense to authorize VA to contract with DOD as a 
TriCare provider for CHAMPUS eligible beneficiaries. Active 
duty military personnel affected by base closings and the 
realignment of facilities could possibly be treated by VA 
under a different contract. 

The American Legion agrees with the October 1994 GAO 
report on the implementation of CHAMPUS-funded sharing 
agreements which concluded that DOD hospital commanders have 
been slow to apply their authority to use resource sharing 
agreements with VA to cut costs. According to the GAO 
report, the Asheville VAMC CHAMPUS pilot program was delayed 
nearly four years by various implementation disagreements. 
It has been The American Legion's observation that VA is 
enthusiastic toward expanding sharing agreements with DOD. 
Oftentimes, while VA has a centralized sharing office, it 
finds itself dealing with three DOD bureaucracies, namely 
the Army, Navy and Air Force, instead of one centralized 
authority. Hopefully, the past problems connected with 
VA/DOD sharing agreements will improve. 

In order to assess the impact of select base closures 
and the realignment of DOD health care treatment facilities 
on existing or impending sharing agreements with VA 
facilities, including potential CHAMPUS-funded sharing 
agreements. The American Legion recently conducted on-site 
visits to the following locations: VAMC Asheville, NC; VAMC 
Albuquerque, NM; VAMC Indianapolis, IN; VAMC Syracuse, NY; 
VAM&ROC Anchorage, AK; and the VAOPC Las Vegas, NV. A brief 
summary of each visit follows. ; 
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VA/DOD CHAMPUS and Other Sharing Agreements 
YAMC Asheville 


A June 1995 American Legion field service visit to VAMC 
Asheville, North Carolina, concluded the first year's 
experience of the CHAMPUS pilot program was beneficial to 
both VA and DOD. There were no apparent delays, curtailment 
of services to VAMC patients, nor the denial of treatment to 
eligible veterans, attributable to the CHAMPUS workload. 

The Asheville VAMC CHAMPUS Pilot Program officially 
began operations on March 15, 1994, for physician services, 
pharmacy, laboratory, radiology, and other ancillary 
services. The two-year pilot agreement authorized by Public 
Law 102-585 will soon need to be extended. 

There are over 36,000 CHAMPUS beneficiaries residing in 
a primarily rural area which is 160 miles from the closest 
military treatment facility. As of March 15, 1995, a total 
of 1,318 patients were registered. Through May 31, 1995, 
35% of those registered have not sought services; 17% have 
been provided prescription services only; and 48% have 
received clinical and prescription services. There have 
been 39 inpatient admissions. New patient registrations 
have been increasing by approximately 80 per month. 
Outpatient visits have continued to increase to the point 
that consideration has been given to expanding operating 
hours from the current five half days per week to two full 
days and three half days. 

The Asheville VAMC found that the primary care 
structure of the CHAMPUS program was beneficial to the 
implementation of their own VA Primary Care program. 
Although the resources obtained by VA were retained by the 
facility, the general consensus was that the first year was 
a break even experience. Savings to DOD were significant 
and the VAMC feels that future earnings under CHAMPUS will 
avail them with resources to enhance the provision of health 
care services to veterans. 

Similar programs between VA and DOD have been 
negotiated at VAMCs Syracuse, New York and Indianapolis, 
Indiana, but are not yet operational. Other VA/DOD CHAMPUS 
sharing agreements could be possible in the future. 

VAMC Albuquerque 

On January 21, 1986, the U.S. Air Force (Kirtland Air 
Force Base, Albuquerque, NM) and VA entered into a joint 
venture in the form of a Memorandum of Understanding (MOU) 
which allowed for development of contracts between the 
parties for sharing of medical resources. As a result of 
this MOU, some 46 contracts have been negotiated covering a 
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wide array of services. On February 28, 1995, the Secretary 
of Defense, upon recommendation of the Base Realignment and 
Closure Commission (BRACC) , recommended closure or 
realignment of 146 military bases including four hospitals 
and two clinics by the year 2001. Kirtland Air Force Base 
and Hospital were initially included on the list. 

The joint -venture between Kirtland AFB and the 
Albuquerque VAMC has produced favorable results for both 
parties. Patient care has been expanded and enhanced and 
many economies of scale exist which saves money for both 
participants. 

An American Legion site visit was made to VAMC 
Albuquerque in March, 1995, to evaluate the potential impact 
on veterans health care by the departure of the Air Force 
and the dismantling of the joint venture. 

The report of visit concluded that the loss of revenue 
generated to VA as a result of the joint venture 
(approximately $3 million annually), would impact fiscal and 
quality of care issues at the VAMC. The revenue created by 
the provision of services in areas such as clinical and 
anatomical laboratory, dietetics, engineering services, 
environmental services, IRM, some pharmacy and respiratory 
care services and supply, processing and distribution 
services, plus the loss of Air Force emergency services 
including Level II trauma care, would have a measurable 
Impact. 

Additionally, the report concluded that "the loss of 
the Air Force hospital at Kirtland AFB on military retirees 
and dependents must be evaluated. VA should investigate the 
possibility of bidding and obtaining a TriCare provider 
contract which would allow reimbursement for the care of the 
retiree-dependent beneficiaries in the event of the closure 
of Kirtland AFB." 

Since this visit was conducted, the Kirtland AFB and 
hospital have been removed from the BRACC list for complete 
closure. Congress has decided to downsize the Air Force 
Base and allow the hospital to remain open. No further 
information on this matter was available for inclusion in 
this statement. 

VAMC Indianapolis 

In 1994, negotiations began between officials of the 
Department of Veterans Affairs Medicdl Center, Indianapolis, 
Indiana and the administration of. Fort Benjamin Harrison 
(FBH) , Indianapolis, Indiana regarding the continued 
provision, by VA, of medical care services at the Hawley 
Army Health Clinic after the proposed closing of FBH. The 
Hawley Army Health Clinic is scheduled to cease operations 
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on September 30, 1995. This closure was a recommendation of 
the Base Realignment and Closure Commission (BRACC) . 

Just this month, the Indianapolis VAMC was approved to 
establish a VA/DOD CHAMPUS agreement with the Hawley Army 
Health Clinic, similar to the Asheville VA/DOD CHAMPUS 
program. Once fully established, the Indianapolis VAMC will 
be able to treat CHAMPUS beneficiaries. There are about 
40,000 eligible beneficiaries in the 100 mile radius of Fort 
Benjamin Harrison and about 17,000 within 50 miles. Current 
utilization of the Hawley Army Health Clinic averages about 
10-12,000 visits per year. 

The Indianapolis VAMC consists of a modern, well kept 
facility with a new patient tower. The facility director 
has designated newly constructed clinic space within the 
outpatient area where military retirees, their dependents 
and active duty personnel would receive outpatient care. 
This space will have dedicated personnel and modern 
radiology and laboratory facilities are available. 

From a quality of care and fiscal perspective, the 
recently negotiated CHAMPUS agreement between VA and Fort 
Benjamin Harrison represents a viable solution for CHAMPUS 
beneficiaries in relation to the closure of the Hawley Army 
Health Clinic. 

VAMC Syracuse 

The Syracuse VA medical center is a complex, tertiary 
care facility offering a wide range of medical and 
psychological services. The hospital is affiliated with the 
State University of New York Health Sciences at Syracuse. A 
VA/DOD CHAMPUS agreement, similar to the Asheville VA/DOD 
program, was just approved (September 1995) for the facility 
to treat DOD beneficiaries who previously received care from 
the vacated Griffiss Air Force Base Hospital. The agreement 
enables VA to provide health care to an estimated 10,000 DOD 
beneficiaries in the vicinity of Rome, New York. 

The major issue remaining to be resolved in connection 
with the CHAMPUS sharing agreement is deeding the former 
Griffiss Air Force Base Hospital property to VA at no cost. 
A waiver from DOD is necessary to affect this property 
transfer. 

VA/DOD Joint Venture Projects 
Nellis Air Force Base Hospital 

The VA/DOD Joint Venture hospital project at Nellis AFB 
opened its doors to patients in August 1994. An April 1985 
economic analysis of VA and DOD health care needs in the Las 
Vegas area led to the development of the joint venture 
hospital. The current bed distribution of the facility 
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includes 63 AFB beds and 52 VA beds. VA maintains 36 
medical/surgical beds, 14 psychiatric beds and two intensive 
care beds. 

A site visit was made to the Nellis Federal Hospital 
(NFH) by officials of VA and the Air Force in July 1995 to 
review the facility's first year of operations and to assess 
existing concerns. The report of the visit concluded that 
due to a variety of organizational considerations and the 
dissimilarity of the respective VA and DOD patient 
populations, the first year of combined operations has led 
to many frustrations. 

Essentially, the hospital is underutilized. Of the 52 
VA beds, the first year's average daily census was 28, or 
55% of occupancy. The Air Force's average daily census for 
63 beds was 14, or 22% occupancy. 

The basic planning framework for implementation of the 
joint venture included; 

* The new facility would operate under an integrated 
concept, which meant that Air Force and VA resources 
dedicated to the joint venture would work together to 
provide care for both patient constituencies. 

* Major support services in the facility (e.g. laboratory 
and radiology) would be provided by the Air Force, and VA 
would purchase services based on a reasonable reimbursement 
schedule developed by both parties. 

* The Air Force and VA would work together to optimize 
staffing patterns in order to provide the broadest range of 
care required at a reasonable cost. 

* VA patients who require specialty surgical care not 
available at the Nellis facility would be referred to other 
VA medical centers or private hospitals as appropriate. 

Both VA and the Air Force have not committed sufficient 
resources to accomplish the facility mission. The VA/DOD 
site review team found that veterans today are being 
referred to VA hospitals in southern California for many 
subspecialty medical and surgical procedures. Specifically, 
the following VA services are not adequate: operating room 
time; nuclear medicine; invasive radiology; angiography; 
arterial Dopier studies, and ICU capability. In addition, 
computerized tomography (CT) scanning, pharmacy services, 
and phlebotomy services are not readily available 24 hours a 
day. The Air Force is also unable to provide adequate 
ancillary support personnel to meet VA subspecialty medical 
care workload requirements. 
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The visit to assess facility operations identified 
several critical deficiencies with regard to both Air Force 
and VA needs. The functional limitations affecting the 
joint venture are the amount of resources committed versus 
the amount required. 

The Department of Defense also encounters a unique 
problem at its health treatment facilities not usually found 
within VA. Its personnel are assigned to a facility for a 
short time, measured in months or a few years. The military 
treatment facility can be adversely affected by sudden 
national emergencies, whereby its personnel are immediately 
reassigned. For example, from a local VA perspective, there 
is no assurance of continuity in the military coverage of 
subspecialty services. The military may have a given 
capacity in a subspecialty today, but if personnel are 
assigned temporary duty or transferred, the base may not 
maintain or reinstate the same level of coverage. For this 
and other related contingencies, a back-up plan to continue 
facility operations is necessary. This became an issue 
during Operations Desert Shield and Desert Storm for DOD and 
to a lesser degree for VA. 

The site visit team to NFH made a number of 
recommendations which are essential to improving^ the Nellis 
Federal Hospital Joint Venture project and other joint 
venture operations. These are: 

Facility Level 

1. Define and articulate the mission of NFH. 

2. Enhance support services at NFH. 

3. Improve communication between the Air Force and VA. 

4. Develop a joint business plan for NFH. 

National Level 

5. Realign local incentives for joint ventures. 

6. Address the issue of "pass-through" hiring. 

7. Address the policy of collocating versus integrating 
services . 

8. Establish a national joint VA/DOD working group. 

These are lofty goals. It is essential, however, that 
each of these recommendations are successfully resolved to 
improve operations at the Nellis Federal Hospital and at 
other current or planned joint venture projects. As 

concluded by the site visit team,', "VA and DOD must be 
charged and empowered to resolve specific problems 
encountered by joint ventures and facilities with sharing 
agreements. " 
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VAMtROC Anchorage 

Approximately 73,000 veterans reside in the State of 
Alaska. The main VA presence is in Anchorage where a new 
83,000 square foot replacement facility that houses an 
Outpatient Clinic (OPC) and Regional Office became 
operational in May 1992. This expanded the number of 
veterans served by VA staff as well as the types of 
outpatient medical care services available, such as dental, 
prosthetics, audiology and ambulatory surgery. 

A VA/DOD sharing agreement with the nearby Elmendorf 
Air Force Base (EAFB) provides access to medical inpatient 
beds, as well as other treatment services. For example, the 
VA OPC does not have in-house rehabilitative services, such 
as physical therapy. This is the highest volume of activity 
obtained from EAFB. At the VA OPC, on-site clinics in 
orthopedics and ophthalmology are conducted using EAFB 
physicians . 

Management is looking to enhance the bed usage at EAFB 
under the sharing agreement. Other initiatives being 
pursued are; using the EAFB emergency room as VA's primary 
emergency room and establishing a sharing agreement with 
Bassett Army Hospital for the treatment of veterans in 
Fairbanks, Alaska. 

Construction for a new Joint Venture medical center at 
EAFB has begun. The target date for project completion is 
1998. VA will have access to 15 medical/surgical beds at 
the facility. Discussions are underway as to whether VA 
will contribute actual staff or salary dollars for staffing 
coverage. Within the current budget climate, there is 
obvious concern about the future availability and adequacy 
of activation resources. 

Fitzsimons Army Medical Center 

The Fitzsimons Army Medical Center (FAMC) , a state-of- 
the-art tertiary care facility, located in Denver, CO, has 
been placed on the Base Realignment and Closure list for 
closure in 1996. The VA medical center in Denver, CO, also 
a tertiary care center, is limited in capacity for expansion 
and parking facilities. 

The American Legion is currently studying a VA proposal 
for the continued use of the Fitzsimons Army Medical Center 
as an expanded VA/DOD Joint Venture operation. Discussions 
are currently underway between VA and DOD as to the future 
use of FAMC. 

Additionally, The American Legion adopted Resolution 
No. 107 at its 1995 National Convention, which would 
authorize the use of VA medical centers by nonservice- 
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connected military retirees and their dependents who are 
CHAMPUS or Medicare eligible, particularly in those areas 
where military bases with medical facilities are closing or 
are closed. 

David Grant Medical Center. Travis AFB, California 

A major opportunity to improve medical services for VA 
beneficiaries will be missed by not providing construction 
funding for the proposed VA/DOD Joint Venture Hospital at 
Travis AFB. 

Veterans are not being well served in the former 
Martinez VAMC catchment area for inpatient subspecialty 
care. The VA Northern California Health Care System 
(VANCHCS) currently staffs and operates 53 beds as part of 
an interim sharing agreement with David Grant Medical Center 
(DGMC) , Travis Air Force Base. This includes 33 
medical/surgical/neurology beds, 15 psychiatry and 5 
combined intensive care beds. 

VA has recently hired three additional physicians 
dedicated to DGMC; a gastroenterologist (GI) , a cardiologist 
and a specialist in pulmonary medicine. These additional 
staff have enabled VANCHCS to admit patients with acute 
medical conditions who would previously have been sent to 
other VA medical centers or community hospitals. As a 
result, the VA census at DGMC has risen substantially, some 
days even exceeding the 53-bed capacity and overflowing into 
Air Force beds when they are available. 

Despite the recent increase in the VA bed census at 
DGMC, VA treats far fewer inpatients than it had prior to 
the closure of VAMC Martinez. In its last full year of 
operation (FY 1990) , VAMC Martinez treated approximately 
7,000 inpatients. This compares with a combined total of 
2,718 inpatients treated in FY 1995 at DGMC, adjacent VA 
medical centers, and community hospitalizations at VA 
expense. Clearly, the closure of VAMC Martinez has resulted 
in a substantial decline of patients treated in northern 
California. The 53-bed DGMC interim presence provides 
necessary inpatient capacity, but represents only a partial 
solution to the ongoing problem. 

The American Legion sincerely hopes that Congress will 
find within its means to provide the construction funding 
and necessary activation funding for the VA/DOD Joint 
Venture Hospital at the David Grant Medical Center. The 
veterans of northern California need' a replacement hospital 
for VAMC Martinez. 
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S'lmmar'y 

The American Legion supports a wide range of health 
care resources sharing between VA and DOD. Experience of 
the past several years demonstrates that the sharing of VA 
and DOD health care services can be mutually advantageous. 
At a time when both health care systems are facing strict 
budgetary constraints, it makes sense to explore all sharing 
options. This must be accomplished without compromising the 
individual missions of each health care system. 

Military retirees are veterans too. They and their 
dependents are authorized to receive health care services 
administered or provided by DOD up to the age of 65. If as 
a result of their military service, retirees are rated 
service connected disabled, they also have priority access 
to VA medical care. Although military recruitment 
literature promises health care services for life, for a 
service person and for their dependents, if a member serves 
a minimum of 20 years active duty, DOD is guick to assert 
that this promise has no basis in law. 

Historically, health care for DOD beneficiaries has 
been provided by military treatment facilities (MTFs) 
operated by the military services. Essentially, providing 
free health care services for military retirees and their 
dependents on a space available basis has become too 
expensive for DOD to support. 

By definition, the first priority for MET care is the 
active duty population. All other DOD beneficiaries may 
receive MTF care on a space-available basis. Since 1966, 
with the beginning of the Civilian Health and Medical 
Program of the Uniformed Services (CHAMPUS) , non active duty 
beneficiaries (under age 65) have been able to receive 
health care from civilian sources (when not available at the 
MTF) and share the expense of that care with DOD through the 
auspices of CHAMPUS. 

The DOD's newest program, TriCare, gives CHAMPUS 
beneficiaries another choice — managed care. While 
beneficiaries can continue to use military treatment 
facilities and private sector providers, many may have one 
more option, a VA medical center. Under a new VA/DOD 
Memorandum of Understanding, VA medical centers wishing to 
participate in TriCare would apply to DOD's regional managed 
care support contractors and must meet the cost, access and 
quality criteria used by contractors. Those VA facilities 
forming agreements with TriCare contractors would then be 
available to DOD's beneficiaries in the same manner that 
private sector providers will be ava'ilable. This new effort 
will be phased in over the next two years. 
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The American Legion supports this newest VA/DOD sharing 
program and other existing programs as they save precious 
health care resources for both federal agencies. These 
efforts should be continued and strengthened wherever there 
is recognizable mutual benefit. In relation to the TriCare 
agreement, it is important that each VA facility providing 
care to DOD beneficiaries are able to retain all 
reimbursements . 

The VA/DOD resource sharing agreements authorized by 
Public Law 97-174 have proven successful and should be 
continued. 

The American Legion believes the joint venture projects 
authorized by Public Law 99-576 require additional 
congressional attention to assure that appropriate staff 
resources, health information systems and management 
policies, are fully coordinated and made consistent at the 
respective headquarters levels. Public Law 99-576 does not 
define how to implement and operate joint ventures. The law 
authorized joint ventures in terms of construction funding 
but not how the joint ventures should be administered, 
controlled nor managed. The establishment of a national 
joint VA/DOD working group is essential and must be 
empowered to identify and resolve policy problems incurred 
at current or planned joint venture sites. Specific 
legislation is necessary to ensure the coordination of 
VA/DOD policies in this area. 

Mr. Chairman, that concludes our statement. 
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Mr. Chairman, AMVETS would like to thank you and the 
members of the subcommittee for holding this hearing on VA/DoD 
sharing agreements. We welcome this opportunity to discuss an aspect 
of health care for veterans that isn't broken, doesn't need more funding, 
and isn't controversial. 

We have a vested interest in the potential for improved access to 
health care for military retirees and their families. The delegates 
attending AMVETS 51st national convention in Cincinnati, OH, in 
August of this year adopted a resolution fully supporting the 
continuation and expansion of VA/DoD health care sharing 
agreements. I have included a copy of this resolution at the end of my 
statement. 

Many of our members have completed careers in the army, navy, 
marine corps, air force, coast guard, national guard or reserves. The 
involvement of V A in DoD's TRICARE initiative adds a new 
alternative to military retiree family health care options. Managed 
care contracting will enable military retirees and their families to 
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have family physicians close to home instead of having to travel, 
sometimes great distances, with no guarantee of being seen by the 
same doctor twice. 

Sharing agreements between VA and DoD are opportunities to 
provide better services. Depending on the particular location and 
resources, VA can provide services which are unavailable at military 
treatment facilities (MTF). The reverse is equally true. Sharing 
resources eliminates duplication of services and provides a cost savings 
for VA. DoD, and ultimately the taxpayer.. 

The VA's Veterans Integrated Service Network health care 
organization presents increased opportunities for VA and DoD to work 
together. AMVETS is optimistic that cooperation between VISN 
directors and military medical facility directors will improve patient 
services at a reasonable cost. Furthermore, sharing will make possible 
a coordinated continuum of health care during an era of budget 
balancing. 
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W e are encouraged by the results of the CHAMPUS pilot project 
conducted at the Asheville (North Carolina) VA Medical Center from 
March, 1994 through September, 1995. Under the pilot program, those 
18 years of age or older who are CHAMPUS eligible participate and 
receive their health care at VAMC Asheville, Beneficiaries receive 
treatment from the primary care clinic, or they could receive specialty 
and/or ancillary services at other nearby facilities. They could also 
have the option of having their prescriptions filled at the pharmacy, A 
total of 1,630 participants enrolled during the course of the 18-month 
program. I'm pleased to inform you that AMVETS received no 
negative feedback from our membership on this project. 

AMVETS has had a long-standing concern for our aging veteran 
population, as well as an appreciation of the need to address the special 
needs of women veterans. Of the 1630 CHAMPUS beneficiaries who 
have registered , 32 percent were 60 years of age or older and 58 
percent were women. With regard to the patients over 60 years old, 
AMVETS is disturbed by the mandatory transition that must be made 
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when CHAMPUS benefits run out at age 65. This aspect of "a 
continuum of care" for non-service-connected veterans is neither clear 
nor certain. We have no doubt that the VA philosophy would probably 
be to continue care to established patients after their CHAMPUS 
eligibility runs out. We are concerned, however, that because of the 
way medicare laws are written, the VA Secretary's hands are tied. 
With this situation in mind, AMVETS would ask this subcommittee to 
look closely at the feasibility of allowing VA to pursue with the Health 
Care Financing Administration some means of medicare reimburse- 
ment. This would be in keeping with the provision of a full "continuum 
of care" to our aging veterans. 

There are other positive results of the Asheville VAMC pilot 
project. Asheville collected more than $480,000 since the program was 
implemented. Furthermore, results of a patient survey conducted 
earlier this year show beneficiaries rated their care at VAMC 
Asheville as good as or better than treatment they had previously 
received from private sector or military treatment facilities. Finally, 
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new patient enrollment in the project averaged sixty-five or more per 
month even though there was no formal marketing program to 
generate business. This proves that customer satisfaction breeds a 
new customer base. 

AMVETS does not have a clear understanding of how VA's 
involvement in TRICARE will affect military retirees and their 
families enrolled in "HMO" or "PRO" managed care CHAMPUS provider 
plans. Will they be automatically rolled into the TRICARE scenario? 
Retired veterans in this situation will need to have facts so they can 
choose intelligently among the options available to them. 

While AMVETS is confident that VA/DoD resource sharing is 
beneficial to all concerned, we feel strongly that three factors must be 
considered in the long term. Eligibility reform must take place to 
enable VA to take on the added responsibility of treating CHAMPUS- 
eligible patients. VA and DoD need to take a closer look at community- 
based resources as a method of reaching out to a broader veterans 
population. DoD also needs to be reminded that it cannot wash its 
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hands of its responsibility to provide quality health care to its 
beneficiaries. 

Mr. Chairman, this concludes my statement. 



RESOLUTION 95-36 
VA AND DoD HEALTH CARE SHARING 



Qndnnati, Ohio 


>• 




WHEREAS the VA operates the largest health care system in the U.S., and the DoD 
operates the 2nd largest health care system in the U.S.; and 


WHEREAS many military bases and medical treatment facilities are in areas where 
there is a large veteran and military retiree population; and 

WHEREAS the closure of DoD medical treatment facilities will have a drastic impact on 
military retirees and their families; and 

WHEREAS it would be cost-effective to treat military retirees and veterans in either VA 
or DoD medical treatment facilities; and 


WHEREAS it would be mutually beneficial for VA and DoD medical facilities to enter 
into joint sharing agreements where there is a large veteran and military retiree 
population; and 

WHEREAS this will assure accessibility for veterans and military retirees to health care 
services; now therefore 

BE IT RESOLVED by AMVETS that we support more joint use sharing agreements 
between VA and DoD medical facilities where it would be feasible and beneficial to all 
veterans. 
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 

Thank you for inviting the Veterans of Foreign Wars of the United States (VFW) to 
participate in this very important hearing. It is a fact that the VFW has a long-standing 
interest in having the federal government provide a continuum of health care for our 
nation's veterans. It is also a fact that the VA operates the single largest health care 
system in the country while DoD operates the second largest. Hence, it makes good sense 
to have these two federal departments share medical facilities, personnel, equipment, and 
costs whenever and wherever possible. 

To reinforce our opening remarks three current VFW resolutions are attached to 
this statement. Each was unanimously passed by our voting delegates at our national 
convention held in Phoenix, Arizona. These resolutions expresses, in the strongest 
possible terms, the health care interests and intentions of our 2. 1 million member 
organization, the resolutions ate: No. 607: VA And DoD Health Care Sharing: No. 603: 
National Health Care Impact On VA\ and. No. 601 : Reform Eligibility For Access To VA 
Health Care. All three have a direct bearing on today's philosophic hearing in order to 
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ultimately establish implementing legislation that will improve health care for veterans 
and reduce any duplicative costs to the American tax payer. 

The "Veterans Health Care Act of 1992," signed into law as P.L. 102-585 on 
November 4, 1992, in part, authorized the Secretary of V A to enter into an agreement 
with the Secretary of DoD to expand the availability of health care sharing arrangements. 

On June 29, 1995, a Memorandum of Understanding (MOU) between VA and DoD 
was signed. It established the general requirements for agreement between a DoD 
regional managed care support (MCS) contractor and a VA health care facility under 
which the MCS contractor may include the VA's facility in the contractor's network. 

Today, there are a selected number of individuals who have a dual VA and DoD 
eligibility to be treated in the VA test-site at the Asheville, North Carolina, VAMC. 

These patients are Civilian Health and Medical Program of the Uniformed Services 
(CHAMPUS) eligible beneficiaries. However, if there is third party insurance, that will 
be used before charging CHAMPUS as the second payer. 

In an ongoing effort to improve health care services to its active duty force and 
military retirees, DoD has introduced in March 1995 the TRICARE Prime health benefit 
option. In sum, this is a new Health Maintenance Organization (HMO) program, 
available today only in the states of Washington and Oregon. In this geographic area 
those DoD CHAMPUS beneficiaries who elect to enroll in TRICARE Prime will do so 
for a year at a time. They will receive their health care from the Prime network of 
civilian and military providers. There is no enrollment fee for active duty families but an 
annual fee of $460 for a family of otherwise CHAMPUS-eligible persons, i.e., a military 
retiree and his dependent(s). 

It is our understanding that under the VA-DoD MOU those VA medical centers 
wishing to participate in TRICARE Prime would apply to DoD's regional MCS 
contractors and must first meet the cost access and quality criteria used by contractors. 
The VFW believes this new effort will be phased in over the next two years. 

While the VFW strongly supports the concept of this hearing we do have concerns. 
First and foremost is that any network of expanding agreements not reduce or abolish the 
VA health care system. 



128 


Part of this issue is our belief that all veterans discharged under honorable 
conditions have earned special consideration for health care through their military service. 
Hence, we believe it is only proper and equitable to have a VA health care mission to 
provide these veterans a mandated entitlement by law to access the full continuum of 
health care ranging from preventive through nursing home care. This can only be 
accomplished by changing the present laws governing VA's health care eligibility. 

The VFW recognized that while the main thrust of the MOU under discussion 
today will allow CHAMPUS-eligible persons to use VA facilities; CHAMPUS, itself, 
terminates for military retirees at age 65. Thereafter, they receive health care from 
Department of Health and Human Services' MEDICARE program and lose their DoD 
health care support system. We also note that no one in any of the three TRICARE 
programs — Prime, TRICARE Extra, or TRICARE Standard all end at age 65. Again, 
there is no reimbursement system or mechanism for MEDICARE to pay DoD or VA for 
medical services. From a VA point of view they would benefit most by having all 
veterans eligible for a continuum of medical care with legislation allowing reimbursement 
or subvention from CHAMPUS, MEDICARE, and MEDICAID. 

However, from a DoD point of view this is not necessarily the best solution. Please 
recall that the primary mission of the military health system is to maintain the health of 
military personnel so they can carry out their missions and to be prepared to deliver health 
care in time of war. The current law entitles active duty personnel and their family 
members, on a space-available basis, to health care at military medical treatment facilities 
(MTFs). Current law does not entitle military retirees and their families health care at 
MTFs. Rather, they may receive their care there only on a space-available basis, after 
military dependents. This fact negates the often heard, often repeated, and still used 
recruiting promise of life-time military health care for retirees and their families. 

It is because of DoD's moral obligation to keep this health care promise to their 
retirees that DoD is studying the Federal Employee Health Benefit Program (FEHBP). In 
sum, FEHBP is a market based program available to all federal employees, civil service 
retirees and members of congress and their staff. There is a wide range of health 
insurance options that include fee-for-service plans — managerial care plans, HMDs 
and/or Primary Provider Organizations (PPOs). 
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At the present time the federal government pays between 72 and 75 percent of any 
FEHBP selected by the beneficiary. From a military retiree's point-of-view, FF,HBP 
appears to be very advantageous. It has no age limit, offers the widest possible choice of 
plans, would be available worldwide, has no pre-existing exclusions, and does provide an 
annual open season. Last, no supplemental health insurance would be needed. 

The VFW certainly supports the concept of VA-DoD sharing. At the same time wf 
do not believe a single alternative can fix the system for veterans and retirees. At this 
time we do not want to dismiss any reasonable alternatives, either individual programs or 
a combination of programs that will improve the system and access to medical care. 
However, the VFW is realistic and recognizes that the above mentioned DoD promise of 
free lifetime medical care has not in fact existed in practice, except for a few fortunate 
enough to live near a large military facility. 

The VFW does support the TRICARE program with its three options and would 
support legislation to have MEDICARE eligible retirees and their dependents eligible to 
enroll and/or remain in TRICARE. 

Furthermore, the VFW insists on keeping standard CHAMPUS. At present, it is 
the only law that gives under age 65 military retirees any option other than space 
available care in MTFs. In fact, military retirees are the only category of federal 
employees who lose their "comporate" sponsorship at age 65. 

Also important to this subject is the issue of MEDICARE subvention. The VFW is 
now on record to have MEDICARE reimburse VA, MTFs and DoD managed care 
networks for Medicare eligible military retirees. Proposed subvention should include 
reimbursement on a fee-for-service or point-of-service basis, as well as on capitation 
basis, for those who enroll in the DoD HMO option. 

In conclusion, the VFW believes that health care for veterans is an extremely 
complex topic, but that it need not be extremely expensive. Thank you, Mr. Chairman. 
This concludes the VFW statement. I am prepared to respond to any questions you and 
the committee members may have. 
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Resolution No. 607 

VA AND DOD HEALTH CARE SHARING 

WHEREAS, the VA operates the largest health care system in the U.S. and the DOD operates the 
2nd largest health care system in the United States; and 

WHEREAS, many military bases and medical treatment facilities are slated for closure; and 

WHEREAS, some DOD medical treatment facilities are in areas where there is a large veteran and 
military retiree population; and 

WHEREAS, the closure o' DOD medical treatment facilities will have a drastic impact on military 
retirees and their families; a ’d 

WHEREAS, it would be r jst effective to treat military retirees and veterans in either VA or DOD 
medical treatment facilide^^; and 

WHEREAS, it would be umtually beneficial for the VA and DOD medical facilities to enter into joint 
use sharing agreements where there is a large veteran and military retiree population; and 

WHEREAS, this will assure accessibility for veterans and military retirees to health care services; 
now, therefore 

BE IT RESOLVED, by the Veterans of Foreign Wars of the United States, that we suppon more 
joint use sharing agreements between VA and DOD medical facilities where it would be feasible and 
beneficial to all veterans. 


Adopted by the 96th National Convention of the Veterans of Foreign Wars of the United States 
held in Phoenix, Arizona, August 18-25, 1995. 


Resolution No. 607 
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Resolution No. 603 

NATIONAL HEALTH CARE IMPACT ON VA 

WHEREAS, the Department of Veterans Affairs has a mission to provide health care of veterans: and 

WHEREAS, VA hospitals and medical care ftcilities have been providing this health care for sixty- 
years; and 

WHEREAS, veterans have earned special treatment through their military service; and 

WHEREAS, recently there has been introduced in Congress national health care proposals which 
would eliminate the veterans health care system; now, therefore 

BE IT RESOLVED, by the Veterans of Foreign Wars of the United States, that should any national 
health care bill be enacted it not reduce or abolish the VA health care system. 


Adopted by the 96th National Convention of the Veterans of Foreign Wars of the United States 
held in Phoenix, Arizona, August 18-2S, 1995. 


Resolution No. 603 
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Resolution No. 601 

REFORM OF ELIGIBILITY FOR ACCESS TO VA HEALTH CARE 

WHEREAS, the existing laws governing eligibility to access VA health care are clearly illogical and 
virtually ensure that VA is unable to provide a full continuum of care to veteran patients, contrary to 
sound medical practice; and 

WHEREAS, the United States Code, establishes eligibility for VA medical care and a clear statement 
of obligation by the government to pay for that care is conspicuously absent, a circumstance which 
places the Department of Veterans Affairs in the position of perpetual supplicant in the matter of 
obtaining funds to carry out the mandates of the law; and 

WHEREAS, VA is required by law to collect payments from third-party health insurers and such 
collections, other than for administrative costs, do not remain within VA and are instead deposited 
into the General Treasury Fund, and 

WHEREAS, it is our position that all honorably discharged veterans should ha''e a mandated 
entitlement by law to access the full continuum of VA health care which is defined as ranging from 
preventive through nursing home care, and which recognizes VA as "case manager" for the full range 
of ancillary services as well; and 

WHEREAS, we further believe that eligibility to exercise that mandated entitlement is satisfied by all 
veterans who are service-connected from 0 to 100 percent as well as those veterans in receipt of VA 
pension, and those non-service cormected veterans whose lower incomes currently qualify them for 
limited access via "means testing"; and 

WHEREAS, the remaining veterans could establish their eligibility by some form 
of payment option, such as third-party insurance. Medicare, out-of-pocket or even by 
payment of medical insurance premiums directly to VA; now, therefore 

BE IT RESOLVED, by the Veterans of Foreign Wars of the United States, that the Congress enact 
legislation bringing order to the present chaos affecting eligibility for VA health care by providing all 
veterans with mandated access to the full continuum of VA health care, and 

BE IT FURTHER RESOLVED, that the Congress and the Administration take appropriate action to 
ensure that third-party collections by VA remain with that agency and not be offset from its annual 
appropriation and that Medicare reimbursement to VA be authorized for care provided to veterans 
again without any offset from its appropriated funds; and 

BE IT FURTHER RESOLVED, that specific appropriations support be established for any medical 
programs directed by the Congress to be provided to veterans both now and in the future. 


Adopted by the 96th National Convention of the Veterans of Foreign Wars of the United States 
held in Phoenix, Arizona, August 18-25, 1995. 


Resolution No. 601 
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WRITTEN COMMITTEE QUESTIONS AND THEIR RESPONSES 

Commiltee on Veterans Affairs 
Hearing on October 18, 1995 
Follow-up Questions for 
Major General George K. Anderson, USAF, MC 
Office of Assistant Secretary of Defense (Health Affairs) 
from Honorable Chet Edwards 
Ranking Member 

Subcommittee on Hospitals and Health Care 


1. a. In 1988, GAO reported that DoD facility directors had little incentive to provide services to 
VA because they were not permitted to retain reimbursements from sharing agreements. Under 
DoD guidelines set in 1989, DoD does not permit its facilities to retain dollars identified as 
reimbursement for military personnel cost (only operating and maintenance $’s). As discussed at 
the hearing, the joint report of Sept. 1, 1995 on Nellis Federal Hospital cited “Financial 
Disincentives” as one of the problems contributing to underutilization of that joint-venture facility. 
Specifically, the report states, “DoD budgeting at the national level anticipates VA revenue from 
DVA-DoD sharing arrangements and offsets local budgets by the amount generated locally 
through these arrangements. Hence, local Air Force management derives no financial benefit 
from the sharing agreements.” 

VA facilities appear to be providers of services to DoD (vs. DoD as the provider) in 
approximately six out of every seven instances. Would that disparity be as great, in your view, if 
DoD facilities could retain all the reimbursements from their sharing agreements with VA? 

Answer: Appendix B of the annual DoDA^A Sharing Report to Congress, a listing of the Total 
Services by Provider of Care, shows that approximately 50% of the VA provider services are for 
high technology or high cost areas. The data also indicates that the services most frequently 
utilized under sharing agreements are: Diagnostic Radiology; Pathology Services; Dental Care; 
Pharmacy Services; Inpatient Psychiatric Care; and Inpatient Internal Medicine Care. Most of 
the 144 VA facilities involved in sharing are major medical centers while in 1994 there were only 
14 DoD medical centers. The remaining 126 DoD facilities are medium to small community 
hospitals that have limited specialty and/or high technology capability. It is clearly unrealistic to 
expect balance in the provision of services between VA and DoD facilities. Significantly during 
FY1994, our cost data shows that DoD paid VA facilities $26.6 million and VA paid DoD 
facilities $18.8 million for medical facility level .services. That would suggest that even though 
DoD purchased more services there is more equivalency in the value of those services and that 
both VA and DoD have avoided significant costs through mutually beneficial sharing. There does 
not appear to be disparity in these sharing agreements. 

b. As we discussed in an exchange at the hearing, two departments of the Federal Government 
have been charged to implement a law that calls for maximizing cooperative sharing between 
them. Yet the two are implementing differently a provision of Public Law 97-174 which specifies 
that “ any funds received through such a reimbursement shall be credited to funds that have been 
allotted to the facility that provided the care of services” (codified at section 8111(e) of title 38, 
U.S.Code). As you acknowledged the DoD directive on reimbursements departs from the clear 
directive in the law. Your response to my questions on this subject indicated that the DoD 
directive would be changed to bring the Department’s reimbursement-crediting policies into 
conformity with law. Please provide a status report on this matter; if such policy has not yet been 
changed please report when it will be changed, and provide a follow-up report to the committee 
when it has been changed. 

Answer: The response was not meant to suggest that the DoD Directive departed from the law, 
rather that any misinterpretation of the DoD directive would be corrected. In that regard, the 
most recent Joint Follow-up Report on Nellis Federal Hospital, has recognized that the initial 
report had been in error when it suggested that DoD policy precluded the facility from retaining 
the funds or that the DoD practice was to offset the budget by any amount related to sharing 
reimbursement. In fact, on May 15,1989, in accordance with PL97-194, DoD published its DoD 
VA/DoD Health Care Resource Sharing Reimbursement Guidelines. In accordance with those 
guidelines military facilities are authorized to retain all sharing related reimbursements except for 
those funds pertaining to military personnel. Because the facilities do not budget for military pay. 
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those dollars identified as reimbursements for military personnel are returned to the Services’ 
central military appropriation account. 


2. The joint report by VA and the Air Force Surgeon General on the Nellis hospital cites “limited 
ancillary support”, including inadequacy of services including operating rooms, radiology, nuclear 
medicine, and intensive care, as an important factor contributing to low patient occupancy at that 
hospital. The report states that the Air Force had initially committed itself to a plan to provide all 
ancillary staffing, but that , based on a restrictive July 1991 DoD General Counsel opinion, the Air 
Force could not employ additional personnel to meet VA workload requirements. Among its 
recommendations, the report urges a reassessment of the restrictive view taken in the General 
Counsel opinion in light of its finding that “joint ventures will never reach their full potential if 
sharing of personnel and services between both agencies is severely restrictive, ...(and) must 
have the flexibility to meet increased workload demands by using sharing agreement revenues to 
hire additional staff.” The DoD General Counsel opinion takes a very narrow view of a very 
broad statute and is highly questionable. It proceeds, for example, from a premise nowhere 
articulated in the law that “a sharing agreement must be mutually beneficial to the two facilities”. 
The intent of the law, as expressed in its findings, is to reduce Government costs through 
cooperation between facilities of the two Departments. The scope of such cooperation is broad: 
sharing of “health care resources”. That term could not be more broadly defined, including as it 
does “any ... health care service, and any health-care support or administrative resource.” For the 
Departments to permit a joint-venture facility to be operated inefficiently on the basis of an 
opinion by one Department’s General Counsel, an opinion which the other Department’s General 
Counsel apparently disagrees, is inexplicable. Please reassess your position on this matter and 
report accordingly. 

Answer: The DoD General Counsel opinion was rendered under a completely different situation 
that existed between a VA and military hospital in 1991. It’s applicability to this situation is 
unclear and has to be addressed in greater detail. This topic will be formally addressed in a 
VA/DoD Sharing Committee meeting scheduled on December 21, 1995. A recommendation 
concerning the appropriate course of action will be made at that time. 

3. All reports we have heard about the Asheville CHAMPUS-program sound positive, yet nearly 
three years after enactment of the legislation that authorized such programs all across the country 
DoD has only recently opened the door to the second and third VA sites, but reportedly said “no” 
to others which were positioned to institute programs. These programs provide good services to 
your beneficiaries, realize savings for DoD, don’t impede moving toward TRICARE and help 
position VA facilities to be effective providers under TRICARE. It would appear that the Office 
of the Assistant Secretary objects to authorizing any additional sites. If this is not the case, please 
advise the Department of Veterans Affairs and the Committee; if it is, explain the objection? 

Answer: The Department of Defense has no objection to VA facilities performing CHAMPUS 
services. In fact, the Asheville pilot program concept was agreed upon at a joint meeting of the 
Chairman of the Veterans Affairs Committee, the Acting Assistant Secretary of Defense (Health 
Affairs) and the Department of Veterans Affairs Acting Under Secretary of Health. Subsequent 
to implementation of the Asheville model, VA and DoD agreed that the future focus would be on 
VA facilities accessing TRICARE where, as subcontractors to the Managed Care Support 
Contractors, they can be network providers. A final list of facilities interested in CHAMPUS 
provider status was reviewed by DoD, in consultation with VA, and the two final facilities agreed 
upon. A major consideration in that decision was the recent closure of military installations at 
those two locations was that no residual military hospitals existed within approximately one 
hundred miles. 

4. a. This Committee has viewed the partnership between VA and DoD as a natural one and we 
have encouraged it as a means of fostering efficiency and better service to both Department’s 
beneficiaries. As I understand it, DoD refuses to consider VA facilities as the equivalent of 
military treatment facilities as a preferred and less costly setting for care of CHAMPUS patients. 
Instead, you have adopted policies which have the effect of discouraging use of VA facilities. 
Could you explain why this makes economic or policy sense? 
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Answer: DoD has actively promoted sharing relationships with VA facilities and it has not 
adopted policies discouraging the use of VA facilities. There exist Department to Department 
agreements in a number of areas, such as head injuries, where VA is the provider of choice. In 
TRICARE, which is the DoD model for operating its health care delivery system, the VA has the 
option of becoming a network provider. Some conditions that apply to other providers have been 
waived to facilitate VA facility access to the network. In an extremely fluid, and in many respects 
unknown, environment DoD has worked closely with VA to provide for VA facility participation 
in the military health care delivery system of the future. For the relationship to be cost effective, a 
facility cannot be, on the one hand, an extension of the direct care system, and on the other hand, 
a CHAMPUS provider. In that respect, the Departments have jointly agreed that the best 
positioning is a Managed Care Support Contractor network provider. 


4.b. What’s your view of the proposal made by Mr. Harper, one of our witnesses at this hearing, 
who suggested that VA facilities be deemed “DoD priority providers” (with VA as a “second- 
line” provider) for TRICARE purposes? 

Answer: Exactly how the “DoD priority provider” status would function is not really clear. 
However, at this time, under TRICARE, the Managed Care Support Contractor, provides the 
equivalent of “second-line provider” capability. As the Managed Care Support contractor is at 
risk for the CHAMPUS care within the TRICARE region, deeming VA facilities with a new 
status within the TRICARE regions would have adverse contractual consequences. Because the 
Department is also learning lessons as it proceeds further into TRICARE, its plan is to keep the 
existing model, including VA as network providers, until it can fully evaluate the merits of 
alternatives. 


5. Under P.L. 102-585, DoD may waive (all or part) of the otherwise applicable copayments and 
deductibles if a CHAMPUS beneficiary elects care through VA. Why has the Department opted 
not to waive or reduce such cost-sharing obligations? 

Answer: The Department of Defense is achieving through TRICARE, what it has been trying to 
establish for several years • a congressionally mandated uniform benefit which applies to all of its 
beneficiaries wherever they go for care. TRICARE is a triple option plan, TRICARE Prime 
(Health Maintenance Organization feature), TRICARE Extra (Preferred Provider feature), and 
TRICARE Standard (Standard CHAMPUS feature). Each feature has an associated beneficiary 
cost component. By law, TRICARE must be budget neutral. Therefore, the cost to the 
beneficiary and the government is carefully balanced to ensure that neutrality. Eliminating or 
reducing beneficiary co-payments when using VA facilities would be inconsistent with that 
requirement. 

6. The Nellis report made several recommendations for action at the headquarters level to 
promote more effective resource-sharing at joint venture facilities. What is the status of action on 
those recommendations? 

Answer: All of the national level recommendations are being addressed. A joint VA/DoD 
working group is already in existence. Its structure and membership is being reviewed to ensure 
that it can provide the appropriate response to issues such as Nellis. 

7. Dr. Kizer testified at this hearing that a joint venture between VA and DoD should involve an 
arrangement where the host facility is able to provide for the most acute or intense patient care 
needs. Please comment on that view; if you agree, has or will that principle lead to rethinking any 
of the joint venture projects that are still under development? 

Answer: Dr. Kizer’s view, that the joint venture host must meet the highest level of care 
requirements, is a new factor in planning for joint ventures and will have to be addressed in the 
joint study of VA/DoD health systems requested by the Vice President. If incorporated as a 
planning criterion, it will unquestionably influence both Departments’ views on the functioning of 
Joint Ventures in the future. 
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Congressman Edwards to David P. Baine. Director, Health Care Delivery and 
Quality Issues, Health, Education, and Human Services Division, General 

Accounting Office 


1) Mr. Balne, you were an early proponent of VA/DOD sharing. In 
your view, has VA/DOD sharing achieved its full potential or 
could the two systems go a lot further? If further expansion 
appears feasible, please indicate which avenues appear most 
fruitful. Are there Impedlinents or disincentives, including 
fiscal disincentives, that stand in the way of accomplishing 
more? 

VA/DOD sharing has grown substantially in recent years. The 
program has resulted in improved efficiency and effectiveness 
and has reduced some duplication of services, as the Congress 
intended. As to how much further they can go, there are 
undoubtedly un-tapped opportunities for more sharing. 

The major impediment to optimal sharing today is likely to be 
the same cultural barrier that has been in place since the 
program's onset. That is, VA and DOD have different - • 
organizational cultures and still, sometimes, do not consider 
each other as viable alternative sources of care or as 
potential customers for their unused capacity. 

In addition, if DOD adopted VA's policy of allowing facilities 
to retain all of their sharing reimbursements, DOD facility 
commanders would no doubt have a stronger incentive to share 
than they do under the current DOD policy, where the personnel 
portion of their sharing reimbursements reverts back to the 
Department . 


2 a) GAO issued a report last year that was critical of DoD for 

falling to mount more than a single pilot program under a law 
passed in IS 92 for VA to provide care to CHAMPUS 
beneficiaries. Would you view the Asheville program as a 
money-saver for DoD? 

We have not looked closely at the Asheville agreement, but it 
is likely showing a savings for the CHAMPUS program because of 
the discount that VA is offering. However, given that VA is 
adding capacity to serve DOD patients, at least in the 
outpatient area, GAO would have to know more about the costs 
and benefits to VA before offering an opinion as to whether or 
not this is a benefit to VA or to the veterans it serves, or 
whether this is an overall money-saver for the government. 

b) Doesn’t the development of a program such as Asheville's have 
the additional advantage that it lays the foundation for VA 
becoming a successful partner in the future when DoD 
implements the TRlCARE prograon in that area? 

CHAMPUS/VA sharing such as in Asheville does lay the 
foundation for VA sharing with TRICARE. The managed care 
support contractor will likely require compliance with billing 
and utilization management procedures at least equivalent to 
those CHAMPUS requires, and probably more. If a VA medical 
center has experience participating in CHAMPUS, that facility 
will probably be much better able to meet TRICARE requirements 
than one that has no such experience. 

c) DoD has been willing to okay only 2 more such pilots. Given 
the success of the Asheville program, wouldn't it be 
advantageous to the government to expand that model in regions 
in which the implementation of the TRZCARB program is still 
distant? 

The basic changes that VA needs to make in order to 
participate in the CHAMPUS program — developing itemized 
billing systems and preparing for external utilization and 
quality reviews -- will be required before VA facilities can 
participate in either CHAMPUS or TRICARE. Accordingly, we 
believe VA should be moving to develop such capabilities now 
rather than waiting for implementation of TRICARE. 
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3) It’s my understanding tliat under Public Law 102-585 DoD could 
permit Its beneficiaries to use VA facilities under TRICARE 
free of any obligation to pay copayments or deductibles. If 
VA can provide care to DoD beneficiaries at lower cost than 
private sector providers, wouldn't it make sense to encourage 
patients to use VA by waiving or reducing otherwise applicable 
cost-sharing reguirements? 

Reducing patient cost sharing as an incentive to bring 
patients into a VA facility to make use of VA's excess 
capacity (at lower overall cost to CHAMPUS) would likely 
generate savings. However, one aspect of such an agreement 
that DOD would have to watch closely would be the effect of 
the reduced or eliminated cost sharing requirements on demand 
for care. It has been shown that, in the absence of managed 
care controls, care that is free to a patient can be overused, 
thus driving up overall costs. GAO does not know if that 
would be the case with a financial incentive for DOD patients 
to use VA facilities. 

Also, VA does not have reliable data on its costs for 
providing hospital care. Waiving cost-sharing requirements 
for CHAMPUS beneficiaries would, therefore, increase the risk 
that funds appropriated for the care of veterans might instead 
be used to subsidize care for CHAMPUS beneficiaries. 
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Committee on Veterans Affairs 
Hearing on October 18, 1995 
Response to Follow-up Questions for 
James A. Christian 
Director, VAMC, Asheville, NC 
from Honorable Chet Edwards 
Ranking Member 

Subcommittee on Hospitals and Health Care 


1. You’ve been a long-time proponent of VA-DoD sharing and a successful 
innovator under the legislation we developed in the 102nd Congress. Yours, 
however, is the only VA facility actively implementing a sharing authority 
Congress enacted in 1992. To your knowledge how many other VA facilities were 
prepared, or were actively preparing, to launch similar programs? What 
happened? Given the success of your program, would it still make sense to 
start up additional programs at interested VA sites in proximity to a large 
CHAMPUS population? 

Thank you for your compliment on the innovative sharing we have at 
Asheville. Unfortunately, our facility is the only VA medical center that is 
operational under this pilot program although two others have recently been 
approved to begin. Almost all VA medical centers would like to be authorized 
as CHAMPUS providers. The Medical Sharing Office in VA Headquarters reports 
that many medical centers are interested in participating in the CHAMPUS 
program. It is my opinion that DoD/Health Affairs was reluctant to begin a 
large scale expansion of our CHAMPUS model because they were moving to, or had 
in place, managed care support contracts in their various regions. They 
preferred to work VA relationships and sharing into this contract system. VA 
would have to compete as a provider just like all other private sector 
providers. Such a policy decision would seem to defy prior sharing 
legislative intent . 

It is my opinion that our pilot could and should be implemented in other 
VA medical centers as soon as possible. All the medical centers in our VISN 
are extremely interested in becoming CHAMPUS providers. The primary reason I 
believe we should implement immediately, with full resolve and purpose, is 
that our model allows for caring for CHAMPUS beneficiaries in the standard, 
traditional way. DoD is not abandoning this option for benef iciaires in any 
region, even under the managed care support contracts. So why not begin 
immediately with all VAMC’s that are interested? As DoD phases in the managed 
care option, beneficiaries could consider changing, and VA can participate 
with DoD in that option as well. However, the standard option will remain 
regardless . 



139 


2. From your experience, what costs or difficulties does DoD incur in 
expanding the number of "Asheville-model" VA sites? 

Most of the costs related to expanding the number of sites will be 
incurred by the participating VA medical centers rather than DoD. We have 
been required to produce itemized bills for the services provided to CHAMPUS 
beneficiaries; however, the VA’s current billing system is able to accommodate 
only per diem billing. When our pilot was implemented the CHAMPUS claims 
contractor had to make a few system changes in order to process our claims. 
These changes were paid for by DoD. As DoD moves toward managed care support 
contracts, it is anticipated that costs associated with VA participation under 
these contracts will decline for both DoD and VA. In order to participate in 
the managed care program, the managed care contractor will require the VA 
medical center to satisfy the contractor’s requirements with few or no changes 
to the contractor’s current processes and procedures. The VA is developing 
the expertise and tools that will enable them to satisfy these obligations. 

Any difficulties DoD may have incurred in the past in expanding the CHAMPUS 
program will be minimized under a managed care support contract. The 
contractor will be responsible for the operation of the program on behalf of 
DoD and will view the VA as just one of many contracted providers. 

A VA medical center implements a CHAMPUS program based on space avail- 
ability and excess capacity. Initially resources are redirected rather than 
expended. The revenue generated from the program covers ongoing operational 
costs and provides additional resources for expanding services to veterans. 

The training associated with learning the new skills required to provide and 
bill for services rendered to a non-veteran population will continue to be an 
expense at each VA medical center. The expenses incurred with implementation 
will primarily be start-up costs similar to those associated with any new 
project and will be recouped through insurance revenue. 

o 



